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1 1958 stock dividend 1:2. 

21961 stock dividend 1:3, total share capital thereafter Kr 140 
million. 

3 1960 new issue 1:4 at par. 

4 1958 stock dividend 1:2. Capital mentioned not including preferred 
shares to a nominal value of Kr 0.5 million. 

5 1960 stock dividend 1:3. Capital mentioned not including “A’’- 
shares to a nominal value of Kr 16 million. 

6 1961 stock dividend 1:3 and new issue 1:3 at 130%, Total “B”’-share 
capital thereafter Kr 38.3 million. Capital mentioned not including 
“A’?.shares to a nominal value of Kr 61.7 million. 

7 1961 stock dividend 1: 2. Total “B’’-share capital thereafter Kr 40.7 
million. Capital mentioned not including “A”-shares to a nominal 
value of Kr 63 million. 

8 Total registered share capital: ordinary Kr 37.5 million, preferred 
Kr 7.5 million. 

° 1961 stock dividend 1:9 and new issue 1: 3 at 130 %. Total share 
capital thereafter Kr 65 million. 

10 1957 stock dividend 1:2, 1959 stock dividend 1:3. Capital mentioned 
not including preferred shares to a nominal value of Kr 10 million. 
Total share capital after splits Kr 132 million. 

11 1959 stock dividend 2:3. Capital mentioned not including “A”- 
shares to a nominal value of Kr 70 million. Financial year in 1957 
changed from calendar year to period Sept. 1 — Aug. 31. 

12 1957 new issue 1:3 at 120%, 1961 new issue 1:3 at 150 %. Total 
share capital thereafter Kr 110.7 million. 


13 1958 new issue 1:10 at 180 %. Capital mentioned not including 
“A”’-shares to a nominal value of Kr 46.2 million, 

14 1960 new issue 1:8 at 150 %. 

18 1958 stock dividend 1:2, 1961 stock dividend 1:3. Total share capi- 
tal thereafter Kr 300 million. 

10 1960 stock dividend 1:2. Financial year in 1958 changed from 
calendar year to period Sept. 1 — Aug. 31. 

17 1959 new issue 1:5 at 125 %, 1961 new issue 1:5 at 175 %. Capital 
mentioned not including preferred shares to a nominal value of Kr 
25 million. Total share capital after new issues Kr 245.3 million. 

18 1960 stock dividend 1:3. Capital mentioned not including “A”- 
shares and non-free “B”-shares to a nominal value of Kr 187.6 
million. 

19 1958 new issue 1:4 at 130 %, 1960 new issue 1:3 at 120%. 

20 Capital mentioned not including “A”’-shares to a nominal value of 
Kr 22.5 million. 

2 1960 stock dividend 1:3. Capital mentioned not including “A’”’- 
shares to a nominal value of Kr 87 million. 

22 1961 stock dividend 2:3. Total share capital thereafter Kr 495.8 
million. 

28 1961 stock dividend 1:4, Total share capital thereafter Kr 206.3 
million, ° 

24 1959 stock dividend 1:5, 
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STOCKHOLM 16. 


TELEPHONE: FOREIGN EXCHANGE DEPT.: 1003 06, 101725, 10 7456, OTHER DEPTS.: 23 85 20 


TELEX! FOREIGN EXCHANGE DEPT.: 1470, NOTE DEALERS: 19071, 


SECURITIES TRADING DEPT.: 1671 OTHER DEPTS.: 1154. 
Member of the Stockholm Stock Exchange 


KUNGL, BOKTR. STHLM 1962 


May we draw your attention to the fact that, from the beginning 
of this year, our Statistiska avdelning (Statistical Department) 


has changed its name to 


Heke oO oo Mets knares ek ree ta ria tet 
(The Economic Intelligence Department) 


This department includes the bank’s library, as did previously 


Statistiska avdelningen. 


Stockholm January 1962 
SKANDINAVISKA BANKEN 
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THE COLLECTIVE AGREEMENTS SYSTEM 
AND WAGE DETERMINATION 


BY KARL-OLOF FAXEN 


Contractual agreements 


The collective contract, which is concluded for a 
specific period, usually of one or two years, forms 
the basis of the relationship between the parties 
on the Swedish labour market. Direct action which 
is aimed at influencing the solution of a question 
regulated in a contract in force must not be re- 
sorted to during the period of validity of the 
contract. Disputes about the interpretation of the 
contract must be settled peacefully, and the vast 
majority of such disputes are settled by direct 
negotiation between the parties in question. In 
the event of their not being able to agree there is 
a” special government’ Labour Court, some of 
whose members are appointed on the recommen- 
dation of the employers’ and workers’ organiza- 
tions. The parties may also agree to settle such 
disputes by private arbitration instead of through 
the Labour Court. These various methods of re- 
solving disputes mean that also in practice the 
validity of collective contracts is respected for the 
whole period of the agreement. 

An individual employee or his organization can 
accordingly take his employer before the Labour 
Court and demand benefits in accordance with 
the agreement. A firm which considers that the em- 
ployees have not respected the provisions of the 
contract can also refer the matter to the Labour 
Court. A firm hit by an unofficial strike can, for 
example, bring the strikers before the Labour 
Court and demand damages, which are limited to 
a maximum amount of Kr. 200 against any one 
person. On several occasions in recent years the 


Karl-Olof Faxén is a docent in Political Economy at the 
University of Stockholm, and head of the economics divi- 
sion of the Swedish Employers’ Confederation. 
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participants in unofficial strikes have been sum- 
moned before the Labour Court and fined the 
maximum amount by an unanimous Court. On 
the whole, however, wildcat strikes are rather un- 
common in Sweden. The workers’ organization 
which is a party to the contract is obliged to use 
every means at its. disposal, including the ex- 
pulsion of the strikers in the last resort, in order 
to work for the restoration of peace and of respect 
for the terms of the contract. If it fails in this the 
organization can also have damages assessed 
against it by the Labour Court. 


The collaboration agreements 
and negotiation procedure 


It should be noted that the work of the Labour 
Court is confined to disputes about the inter- 
pretation of collective contracts in force. Eco- 
nomic sanctions like strikes, lockouts, boycotts, and 
blockades can be used in other disputes (interest 
or non-justiciable disputes), but only after a ne- 
gotiation procedure prescribed by law and the 
Basic Agreements has been exhausted. Compul- 
sory arbitration as a last resort is not available in 
Sweden. 

The first Basic Agreement was concluded be- 
tween the Swedish Employers’ Confederation — 
SAF — and the Confederation of Swedish Trade 
Unions — LO — in 1938 (the Saltsjébaden agree- 
ment). Similar agreements with salaried employees 
in industry and with foremen and supervisors fol- 
lowed in 1957 and 1959. The significance of the 
Basic Agreements in this context is that they pre- 
scribe an obligation to negotiate before economic 
sanctions may be used, first at the local level 
through direct negotiations between management 
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and the trade union branch or salaried employees’ 
club, and then at the national level between the 
national unions and federations. This system is a 
protection against labour disputes arising outside 
the control of the central organizations. In ad- 
dition the parties can in law be called to take 
part in mediation discussions (but not arbitra- 
tion) by a government-appointed mediator or 
mediation commission. If mediation fails direct 
action may be started, but only after seven days’ 
warning has been given. 


No compulsion to organize 


A clause in the rules of the Swedish Employers’ 
Confederation is in addition of fundamental 
importance for conditions on the Swedish labour 
market. Employers affiliated to the Confederation 
are obliged to include in their collective contracts 
a provision which excludes “closed shops”, “union 
shops”, or other similar arrangements. The free- 
dom of the enterprises to engage workers freely, 
irrespective of whether they are or are not organ- 
ized, has thus become a basic rule of the labour 
market. In this way the trade unions have fewer 
opportunities to pursue a monopolistic wages 
policy than is the case in many other countries 
where “closed” or “union” shops are the rule. 

Their ideology has to no small extent been in- 
fluenced by the fact that they thus have limited 
opportunities for controlling entry to their spheres 
of activity. 


The employers’ organizations 


The most important of the private employers’ 
associations is the Swedish Employers’ Confeder- 
ation, which covers employers in industry, build- 
ing, transport, catering and some other service 
industries. About 900,000 of the country’s 3 mil- 
lion employees are employed by firms affiliated to 
the Confederation, and they accounted in 1959 for 
about Kr. 11,000 million of the total national 
wage bill of Kr. 34,000 million. There are other 
employer organizations in the privitte sector, in 
commerce, forestry, agriculture, banking, insur- 
ance, shipping, etc. In the public sector the central 
government is the leading employer, with about 


400,000 employees, whereas local authorities em- 
ploy approximately 200,000 people. Both have 
special boards for negotiations. 


Employees’ organizations 


It is not only the manual workers who are organ- 
ized in Sweden; salaried employees also have 
strong organizations, and this has had a great ef- 
fect on the behaviour of the manual workers as 
well. To a far greater extent than is true in most 
other countries they have to take account of the 
fact that their agreements quickly set the pattern 
for every group. Other organized groups have 
learned successfully to ensure that they obtain 
roughly the same income changes as the manual 
workers. This has greatly reduced the wages policy 
as a means of influencing the distribution of in- 
come. 

Manual workers organize in the Confederation 
of Trade Unions (LO), which covers about 1.5 
million members. In industry the percentage of 
organization is very high, about 90—95 per cent. 
Membership of an organization is completely 
voluntary, but in large areas it has come to be a 
generally accepted social pattern of behaviour 
that one belongs to the union which operates in 
the appropriate field. The Central Organization 
of Salaried Employees (TCO), with about 400,000 
members, is the largest organization for salaried 
employees, while the Swedish Confederation of 
Professional Associations (SACO) makes its appeal 
to those with a university training. SACO has at — 
present over 50,000 members. There is in addition 
a smaller organization of.civil servants — SR. The 
organization percentage for salaried employees is, 
however, lower than that for manual workers. 


The structure of the organizations 


On both the employers’ and employees’ sides the 
top organizations consist of a number of associ- 
ations, and it is these which are the parties to 
collective contracts. In SAF there are over 40 as- 
sociations for various branches, the largest being 
the Swedish Metal Trades Employers’ Association. 
In LO there are likewise more than 40 unions, 
organized predominantly on an_ industry-wide 
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basis. There is, for example, one industrial union 
for metal workers (though moulders have a sepa- 
rate union) and one for the building industry 
(since the masons recently agreed to join it). Both 
skilled and unskilled workers are organized in 
these unions. The principle of industrial unionism 
means that there are extremely few stoppages of 
work arising out of the difficulties of drawing 
precise demarcations between rival unions in 
Sweden. 

One of the unions in TCO is the Swedish 
Union of Clerical and Technical Employees in 
Industry (SIF), which organizes all salaried em- 
ployees in industry irrespective of the branch in 
which they work, and the Swedish Foremen’s and 
Supervisors Union, which serves the same pur- 
pose for foremen. In the public sector there are 
separate TCO unions for the employees of central 
and local government. Finally, the SACO organi- 
zations are based mainly on the principle of 
qualification by examination, so that there are 
special organizations for doctors, dentists, civil 
engineers, lawyers, and so on. 

The extent to which the central organizations 
influence the bargaining policy of their member 
groups varies. In the Employers’ Confederation 
the SAF Board must in principle approve all col- 
lective contracts that are entered into, though it 
cannot without special powers enter into agree- 
ments or make recommendations on behalf of an 
association. Funds are concentrated at the Con- 
federation level. Within LO the degree of cen- 
tralization is less than in SAF. The funds are held 
mainly by the individual unions and only to a 
small extent by LO. The secretariat, which can be 
said to constitute the Board of LO, does not have 
the right to examine a collective contract which 
has been entered into by a member union, but it 
has the opportunity to exercise influence through 
the provision in its rules that a conflict which 
affects more than 3 per cent of the membership 
of a union must be approved by the secretariat 
for the union to be entitled to support from LO. 
There is less centralization in TCO. The central 
organization has practically no fighting fund and 
the unions have pursued their own bargaining 
policy pretty independently. In SACO, which is 
also less centralized than LO, it frequently hap- 


pens, however, that the member unions grant far- 
reaching powers to the central organization to 
negotiate with the central government. The 
member associations operate more independently 
in the private and local government sectors. 


The central agreements 


Four major central agreements have been con- 
cluded in the Swedish labour market in the past 
five years. They have differed somewhat in form, 
and the procedure by which they were arrived at has 
varied. In general it can, however, be said that 
negotiations between SAF and LO have set the 
pattern, and the contract for other sectors has 
involved adjusting the SAF—LO agreement to 
the particular circumstances of the sector in 
question. In this way Sweden has arrived at a 
type of “economy-wide bargaining”. 

The vast majority of collective contracts in 
Sweden expire during the first quarter of the year, 
but negotiations will have begun six months be- 
fore the date of expiry — in August or September 
— by the parties in internal discussions making 
an appraisal of the economic situation and en- 
deavouring to formulate their starting-points for 


tthe year’s round of negotiations. At the same 


time there is a preliminary contact between SAF 
and LO concerning a timetable and the forms for 
the year’s negotiations. The next phase is indicated 
by the representative assembly of LO meeting in 
October or November and issuing a statement 
whose tone and content give an indication of the 
demands to be expected. In the autumn of 1959 
specific quantitative demands were published in 
addition, but this sort of procedure is exceptional. 
Normally negotiations in the Swedish labour 
market have taken place without the parties’ at- 
titudes being discussed in public. 

The negotiations themselves begin in the middle 
of December with a general debate at which the 
parties analyse the economic situation. Naturally, 
considerable emphasis is placed on the current 
economic position, but account is also taken of the 
trends of wages in Sweden compared with abroad, 
productivity trends abroad and in Sweden, the 
balance between supply and demand in the com- 
ing year, the “national budget”, the economic 
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policy of the government, and much besides. But 
no real negotiations take place at this stage. Nor- 
mally these begin in earnest in the new year. 

For central negotiations SAF and LO will have 
appointed what are termed “large delegations”, 
consisting of about thirty persons on each side. 
These delegations only meet at the introductory 
discussion of the economic situation. Thereafter 
the real bargaining contact is between the “small 
delegations”, three persons from each side. In the 
most critical stages the direct bargaining contact 
is restricted to one person from each side, the 
managing director of SAF and the chairman of 
LO. 

The agreements between SAF and LO, which 
have taken the form of recommendations ‘to af- 
filiated associations to enter into collective con- 
tracts with a specific content, have covered the 
magnitude of over-all wage increases and also a 
list of special issues. The special questions may 
concern the wage level in individual branches or 
firms, small groups within one firm, or particular 
clauses, such as the possibility of shift working in 
a particular branch or some individual firm. Al- 
though these special questions are often not in- 
cluded in the formal SAF—LO recommendation 
and the negotiations on them are very largely 
conducted at the union level, they do however 
require consideration at top level. This is extreme- 
ly time-consuming work, and in recent years this 
bargaining period has extended over a period of 
about two months. The final round of negotiations 
on the general framework of costs has then begun 
and the agreement been reached in February or 
March. 

In the agreement between SAF and LO both 
sides undertake to try to have similar guiding lines 
followed in other sectors as well. Since the parties 
are thus aware that shifts in the relation vis a vis 
groups outside the joint coverage of SAF and LO 
cannot be brought about by agreement between 
them, but that what is agreed for workers in the 
SAF sector will set the pattern for the whole labour 
market, it is the broad forces of the economy which 
become decisive for the positions adopted. 

Normally, negotiations with foremen and sal- 
aried employees in SAF’s sector have run parallel 
to those for manual workers, and the agreement 


for salaried employees has usually followed after 
the central agreement between SAF and LO. The 
agreement for salaried employees is usually con- 
structed in a somewhat different way because of 
the different conditions in their sector. Thus the 
1960 agreement for manual workers had a cost 
framework for a percentage calculation of pay- 
ment by results and a cash (in Gre) calculation of 
hourly wages, supplemented by a specific “cash 
floor” for payment by results. The associations on 
both sides were recommended by SAF and LO to 
conclude collective contracts within the framework 
of the costs determined in this way for every con- 
tract’s sphere. These frames refer to the costs of 
adjusting the earnings being paid. Because of 
wages drifting the rates set in the contracts have 
to a large extent come to fall short of earnings. 
The central recommendation thus refers directly 
to the earnings actually being paid. The question 
of contract rates is in Sweden often treated in- 
dependently from earnings by the parties in each 
contracts sphere. 

The agreement for salaried employees on the 
other hand contained a pure percentage increase 
on monthly salaries being paid, supplemented by 
an additional percentage increase for older salaried 
employees. It should be noted that in the SAF 
sphere salaries are not regulated by collective 
contract but are determined on an individual 
basis. What the parties agree to is thus a collective 
adjustment of salaries which in principle are in- 
dividually determined. 

After the SAF—LO agreement the government 
and civil servants’ organizations in LO, TCO, 
SACO, and SR conclude their agreements. The 
principle used is that the salaries of civil servants 
follow trends in the private sector, but special 
circumstances can give rise to particular deviations 
from this. In this way the negotiated agreements 
cover wage and salary developments for practi- 
cally every category of employee in both private 
and public employment. In addition to this, the 
income of farmers has since 1959 also been tied 
to the wages of manual workers in industry through 
a six-year agreement, so that the farmers obtain 
a corresponding adjustment of prices as a conse- 
quence of the trend of earnings in industry. 

Thus it can be said that the major part of the 
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determination of incomes in Sweden is covered 
by “economy-wide bargaining”. Naturally, the 

' system tends to perpetuate existing income and 
wage differentials, and in this way it leads to a 
considerable degree of sluggishness in responding 
to the impulses of the market. On the other hand, 
this form for bargaining increases the possibilities 
of taking major economic considerations into ac- 
count in the pattern-setting negotiations, and it 
reduces the influence on the outcome which the 
rivalry between competing organizations of wage 
earners can exercise. 


Wage trends and wages drifting 


In the last few years only a minor part of the 
total increase in wages has occurred via con- 
tractually agreed changes. Wage increases have 
instead occurred to a major degree outside the 
contracts, through what is called “wages drifting”. 
Wages drifting depends on a number of factors, 
which can be roughly divided into market and 
institutional forces. By the institutional factors is 
here meant the relationship between the trend in 
earnings and productivity, which is linked with 
the structure of the wages system. In Sweden most 
work in industry is paid by results. About 2/3rds 
of the total number of hours worked in the SAF 
sphere are paid by results. Whether the piecework 
prices are set locally after time study, as is common 
in engineering, or are determined centrally through 
national price lists, which is the general practice 
in building, it is extremely difficult to adjust 
piecework price lists continually in step with every 


small technical and organizational improvement — 
day-to-day rationalisation. This can cover such 
things as a more even supply of material, more 
uniform quality of material, better lubrication, 
better lighting, better temperature control, etc. 
Taken independently, each of these factors is far 
too insignificant to provide a practical justification 
for recalculating piecework prices, but together 
they do however facilitate a successive increase in 
production per hour worked, which leads to a 
corresponding rise in earnings. In addition the 
workers in this way obtain a direct improvement 
in income corresponding to part of the rise in 
productivity, and this influences their attitude to 
the continuous work of rationalisation. 

On the other hand it must not be forgotten that 
this “method drifting’ means that part of the 
available scope for wage increases is pre-empted, 
and that this affects the earnings differentials with 
other groups for whom a corresponding increase in 
productivity may in many cases not have occurred. 
If these latter sectors are to be able to retain their 
labour force in the long run their relative earnings 
position must sooner or later also be adjusted. 
This may necessitate price rises, corresponding to 
the increase in costs which such a wage adjust- 
ment involves. Even although method drifting 
need not therefore directly necessitate price in- 
creases in the sector where it occurs in the first 
instance it can lead to consequential price rises in 
other spheres, and thus have an inflationary effect. 

However, method drifting is not determined en- 
tirely by technical factors. It is possible to limit 
method drifting by supervising the changes in the 


Annual increases in hourly earnings in manufacturing industry, 1945—60 


Percentage increase on previous year’s average earnings 
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Annual increases in hourly earnings in manu- 
facturing industry, 1945—60 


Time and piece rate pay, shift pay for adult male 
workers in industry 


A. By agreement. B. Wages drifting 


basis of piecework pricing. Whether this does or 
does not occur obviously depends to a large extent 
on the balance between supply and demand in the 
local labour market. 

The other part of wages drifting is more clearly 
determined by the market. The current labour 
market situation will be important in fixing new 
piecework rates, particularly when the basis of 
calculation of piecework rates is inadequate or in- 
complete and gives scope for subjective estimates. 
It is probably this latter factor which is primarily 
responsible for the cyclical variations in wages 
drifting during the past decade. 

The diagram above shows how wages drifting 
for adult male workers in industry has varied be- 
tween about 4 % during boom years and about 
2 % annually during periods of recession in busi- 
ness activity. The total increases in wages in the 
period 1953—60 have amounted to 52 %, of 
which 21 % has been by agreement and 26 % 
through wages drifting. It is also symptomatic that 
while the contractually agreed wage increases have 
each year except two been larger for women than 
men, wages drifting has with one exception been 
less each year for women. The attempts made by 
the parties to contracts to improve the relative 
position of women has been counteracted by the 
market impulses transmitted via wages drifting. 


Wage policy ideologies 


The Confederation of Swedish Trade Unions of- 
ficially advocates a “wages policy of solidarity”, 
which means much the same as “equal pay for 
equal work”. According to this principle, the 
weighting of wages for different kinds of work is 
to take place with reference to the nature of the 
work and the requirements it makes of the worker. 
Factors such as the profitability of the enterprise 
or the trend of sales in the branch are on the 
other hand not to be taken into account. 

It follows from the principle that jobs with 
similar qualifications are paid alike. But when the 
wage differentials between jobs which are of dif- 
fering degrees of difficulty are to be weighted the 
only criteria available are those of the market. 
One could conceivably tackle this by taking ac- 
count of the short-term fluctuations in the market 
situation. But this is considered incorrect in prin- 
ciple. According to LO’s wages policy of solidarity, 
wage relativities ought, irrespective of short-term 
fluctuations, to correspond to the long-run equi- 
libria positions for the various parts of the labour 
market. What is particularly important is the view 
that wage differentials between different firms or 
branches ought to be dependent only on the nature 
of the work and not on the trend of sales, the level 
of prices, or other economic factors. In practice 
this implies that, after the necessary once-for-all 
adjustments have been made, the wages structure 
can be comparatively rigid. Shifts in the wages, 
structure need therefore only take place in step 
with the relatively slow changes in the long-run 
equilibria. An inflexible wages structure of this 
kind is calculated to reduce the internal tensions 
in the unions to which shifts in the relative earn- 
ings of different groups can give rise. 

The principle that wage relativities ought to be 
weighted by reference to the long-run equilibria 
of the various parts of the labour market is prob- 
ably now pretty widely accepted by the employers 
as well. Bargaining arguments are conducted to 
an overwhelming degree on the basis of statistical 
information concerning wages and earnings. ‘This 
does not mean, however, that profitability is not 
to be taken into account. It has probably never 
happened that, by pressing strong wage demands 
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against a firm or a branch which was in great 
economic difficulties, the workers’ organizations 
have directly led to a closing down of the activity 
in conjunction with a wages round. In addition, 
wages drifting has been so large that a systematic 
execution of the wages policy of solidarity has 
been seriously impeded. In practice the LO wages 
policy of solidarity has in the main consisted of 
asking for particular wage increases for certain 
groups whose earnings have fallen considerably 
below the average for industry as a whole. How 
far this policy brings current wage relativities 
nearer the long-run equilibria or pushes them 
further away from it, is, however, probably an 
open question. 

LO has not always stood for the wages policy 


of solidarity. In the 1930s, when the organizations 


had not yet attained to the comprehensiveness they 
have today, and when domestic industry was rela- 
tively more expansive and profitable than export 
industry, LO favoured the capacity-to-pay prin- 
ciple. According to this principle, wage demands 
are to be directed to the sectors which have the 
greatest “ability to pay’, by which can be meant 
both the best profitability and the greatest pros- 
pects of shifting the increases in wages costs to the 
consumer. 

Business firms are not interested in wage dif- 
ferentials based on “capacity-to-pay” interpreted 
in this way. Differences in profitability between 
different products, firms or branches ought in 
principle to affect the direction of investment and 
not be eliminated via wages policy. In practice, 
on the other hand, it is often impossible to avoid 
taking account of such economic factors. 

Another problem arises, however, because of 
the connection between wage differentials and 
labour mobility. The advocates of the wages policy 
of solidarity take the view that wages are to a large 
extent an unimportant economic inducement in 
the choice of employment, and it would accord- 
ingly be pointless to alter wage differentials in the 
short run with the object of influencing the distri- 
bution of labour. This is probably also correct, to 
the extent that the mobility of labour has perhaps 


frequently been exaggerated in earlier theoretical 
works. This is particularly true when a change of 
employment has been associated with a geographi- 
cal movement. However, in many important cases 
the income prospects do appear to play a decisive 
part in the choice of employment. It would be 
rational, therefore, to use wages policy to some 
extent as a means of influencing the transfer of 
labour from sectors of the economy where the need 
for labour is declining to expanding sectors. The 
policy of stimulating labour mobility which the 
government is pursuing via the Royal Labour 
Market Board is not adequate as the only instru- 
ment in this respect. 


Wage determination and economic equilibrium 


Wages in Sweden during the past five years have 
been determined partly via the central agreements 
between SAF and LO which have set the pattern 
for the whole labour market, and partly through 
wages drifting. The advantage of the centralised 
system of agreements has lain in the possibilities 
of taking an aggregative view of the economy 
which central bargaining has allowed. A necessary 
condition for this system of negotiation really help- 
ing to bring about developments in wages which 
are acceptable from an overall economic point of 
view is, however, that the contractually agreed 
changes in wages are held within a framework 
such that, in conjunction with wages drifting, they 
do not exceed the growth of productivity. But the 
combination of a general wage increase and wage 
drifting contains a certain propensity to enjoy the 
fruits of productivity twice over, the first time 
through the earnings in every particular firm be- 
ing allowed to follow directly on increases in pro- 
ductivity, and the second time through the same 
increases being once again requisitioned at the 
central bargaining table. The problem can proba- 
bly not be resolved either through wages drifting 
or contractually agreed wage changes being dis- 
continued. But a solution to this problem is proba- 
bly one of the most urgent tasks confronting the 
organizations in the field of wages policy. 
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WORLD TRADE OR REGIONAL TRADE 


Some reflections on a current organisational problem 


BY JOHN EKSTROM 


Swedish foreign trade policy 


Before 1930. Taking into consideration the wide- 
spread existence of free trade ideas and arguments 
ever since classical economics was founded, it is 
‘remarkable that these principles were generally 
applied for so short a time — in fact primarily 
only in the ’60s and ’70s of the last century. And 
the limitation is the more conspicuous if we ob- 
serve what trade was then actually embraced. It 
was trade in industrial goods from a Britain 
with the advantage of a few decades of industri- 
alisation to a semi-industrialised continent and to 
a wholly undeveloped colonial world. Trade the 
other way consisted almost entirely of raw ma- 
terials. The European agricultural crisis and the 
advance of industrialisation outside England, too, 
paved the way for a general policy of influencing 
international competitive conditions with the aid 
of various instruments of trade policy. The meth- 
ods varied between steps to promote exports and 
steps to limit imports but often involved both. It 
should not, however, be concluded that this re- 
sulted in any reduction in the volume of trade. 
The instruments of trade policy were still so un- 
developed and applied in so gentlemanly a fashion, 
and the expansion of international] trade so strong, 
that the period right up to the close of the 1920s 
was marked by an extensive multilateralisation of 
trade. As far as Sweden is concerned, the princi- 
pal feature was that our exports to Britain as late 
as in the middle ’70s, more than one half of our 
total exports, were reduced to 20—15 per cent 
(they are at present at a record low of 14 per 


John Ekstrém is working at the Industrial Institute for 
Economic and Social Research on consumer and mar- 
keting questions. 


cent). The sources of Swedish imports have been 
less radically changed; however, the combined 
share of Britamm and Denmark during the same 
period has fallen from some 50 per cent to less 
than 20 per cent, indicating the changed role 
played by London and Copenhagen as transit har- 
bours. 

The most common weapons of trade policy 
were general trade agreements, embracing the 
most-favoured-nation principle, and special tariff 
agreements, which provided for the reduction of 
duties on certain specified articles. 

The most-favoured-nation clause became the 
basis of Swedish trade policy.t There were a host 
of reasons for this: the fact that exports repre- 
sented a wide selection of goods (even if the bulk 
had for long been concentrated on a few staple 
articles); the gradual increase in the number of 
countries importing from us; and last, but by no 
means least the political consideration, that, as 
experience has demonstrated, small countries have’ 
difficulty in making their voices heard in special 
trade negotiations. The main objective of our 
country during this period was to ensure that 
Swedish exports were nowhere at a disadvantage 
compared with the exports of some other com- 


1 Swedish literature on matters of trade policy is not 
very comprehensive. See, however, two articles by Sig- 
fried Matz in “International Economic Questions’, Stock- 
holm 1934; Gunnar Béds “A phase of Swedish trade 
policy”, Stockholm 1939; Bertil Ohlin “ Foreign trade 
and trade policy”, Stockholm 1953 (revised edition 
1959); Torstén Vinell “Swedish foreign trade and trade 
policy” in Sohlman’s Encyclopedia, Stockholm 1951. As 
regards official material, mention can be made of “Re- 
port on Swedish trade policy after the war”, SOU 1945: 
30, and what is principally a collection of documents, 
The Swedish Foreign Office, “Swedish Trade Policy”, 
Stockholm 1952. 

This litterature forms, to some extent, the background 
of this historical summary. 
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petitor in the market concerned, for which pur- 
pose a most-favoured-nation agreement was a 
suitable instrument of policy. It should be noted 
that subsequent developments limited the success 
of this policy to a considerable degree; the colonial 
powers (including the USA) successively devel- 
oped significant preferences in their trading with 
dependent countries. 

Special tariff agreements were only made by 
Sweden on the initiative of interested trading 
partners, which for a long time meant Germany, 
our traditionally most important source of supply. 
Advantages on the export side were, as a rule, 
negligible, the restrictions on the import side con- 
siderable. The Swedish customs duties were not 
intended to be a basis for negotiation, and they 
did not include the, at that time, usual feature of 
a double tariff. Sweden “had not kept up with 
‘this freak of fashion in trade policy’. 


The 1930s. The great world economic crisis at 
the beginning of the 1930s was the signal for 
mobilisation in trade policy. The last bastion of 
free trade was surrendered with the introduction 
of the highly protectionist British Customs Tariff 
of 1931. The creation of preference areas, au- 
tarchic efforts to reduce unemployment, and the 
bilaterisation of trade, became the means of dis- 
posing of export goods which no one considered 
they could afford to buy. 

The °30s became a time of trade policy ex- 
periments, a “Sturm-und-Drang” period, where no 
holds were barred, and where it was a matter of 
being the first to introduce the new methods of 
negotiation. 

By and large, two control systems were developed 
during this period. The one, introduced by 
France, was a quota system whereby the earlier 
technique of tariff quotas was developed so as to 
refer to actual maximum quotas for import. These 
were usually in relation to the country’s previous 
imports during a so-called ‘base year’, but were 
often varied for other reasons and further sub- 
divided amongst exporters after bilateral negoti- 
ations. The other, fathered by Germany, was based 
on currency restrictions. Developed into compulso- 


1See Matz op. cit. p. 177. 
t1—603708 


ry clearings, currency restrictions became an effec- 
tive weapon for steering trade into bilateral chan- 
nels. 

In this international maze, which soon assumed 
a clear “power-politics” character, the behaviour 
of Sweden was fairly passive. There were chiefly 
three new conditions on which our country’s trade 
policy of the ’30s was based. 

The first circumstance was the depreciation of 
the pound sterling and a number of other cur- 
rencies (including the Swedish krona). A conse- 
quence of this was that the pressure of deflation 
was somewhat relieved in Sweden, whilst in 
countries which had not depreciated, such as 
France, grounds for severe import restrictions were 
created. No real tariff revision for trade policy 
reasons was introduced: the increases of 1932, like 
the earlier ones of 1921, were justified mainly on 
budgetary grounds and were aimed at luxury im- 
ports. But the deflation of the °20s, and the steep 
reduction in import prices of the °30s, in spite of 
devaluation, created an automatic tariff increase, 
inasmuch as the Swedish tariff was for the most 
part based on duties on weight. 

The second change was the strictly protectionist 
line and “tough” negotiation methods adopted by 
Britain. Sweden (in common with the other Nordic 
countries) had, in order to continue exporting 
staple goods to Britain, not only to undertake com- 
prehensive tariff reductions and tariff commitments 
with respect to imports, but also to take a specified 
portion of her coal imports from Britain.” 

The third factor was the heightening of the 
international agricultural crisis so as to include 
animal products, which were an important export 
item for Sweden. The direct trade policy measures 
taken by Sweden were chiefly confined to matters 
affected by this problem: an import monopoly for 
sugar, restrictions on the use of foreign grain, im- 
port monopolies for both grain and dairy produce, 
subsidies for exports, etc. 

Otherwise, changes in trade policy were centred 
on an increase in the emergency measures (the 


2 Incidentally, an early and interesting example of so- 
called “voluntary agreements”: on account of the most- 
favoured-nation clause, such a purchasing engagement 
could not be made officially and was therefore given 
the form of an undertaking on the part of a number of 
coal-consuming industries. 
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possibility for using so-called “reversion duties”, 
the so-called “negotiation tariff clause”, the so- 
called “clearing law” and the emergency regula- 
tion in respect to the restriction of imports). Thus, 
with regard to trade policy (in Sweden, too), the 
*30s were clearly a period of preparation for the 
pure wartime planning of the 40s, when military 
aspects and emergency provision considerations 
were decisive factors, and when a country’s trade 
policy was definitely an important part of its 
foreign policy in general. 


The post-war period 


The period immediately after the war was charac- 
terised by strictly bilateral trade agreements, first 
of a credit and reconstruction type, but after 1947 
increasingly dominated by the balance of pay- 
ments question. Internal inflation, import sur- 
pluses and a general shortage of dollars formed the 
background to a trade policy almost entirely based 
on the retention or revival of direct government 
controls in the form of compulsory export and im- 
port licenses, currency restrictions, etc. 

However, it was gradually realized that the 
transferring of trade to more multilateral channels? 


1In his “Multilateralism in Swedish foreign trade” 
(SOU 1945:30), Ingemar Gerhard remarks that the 
multilateral tendency in Sweden and the outside world 
reached its peak in the latter half of the 1920s. Gerhard 
established that, in 1928, about one-third of the total 
Swedish foreign trade was in the form of import and 
export surpluses. An international payments triangle was 
established at an early stage consisting of Britain, the 
trans-oceanic suppliers of raw materials, and the conti- 
nental industrial countries. At the turn of the century, 
the USA joined in this flow of payments as a large ex- 
porter of capital, and somewhat later Germany did like- 
wise as an extra middle-man, who balanced her trade by 
a large surplus of exports to other continental countries, 
especially Scandinavia and the Baltic countries. The 
above-described development during the thirties brought 
with it a marked reduction in world multilateralism. Ac- 
cording to Gerhard’s calculations, Sweden also experi- 
enced this decline in multilateralism, chiefly owing to a 
heavy reduction in the import surplus from Germany. 
In the same way, there were reductions in the surpluses 
of Swedish exports both to European and non-European 
markets. Between 1928 and 1938, fully one-quarter of 
the Swedish multilateralism disappeared. 

To measure the influence of multilateralism, Gerhard 
has made use of that part of the total foreign trade (im- 
ports plus exports) which constitutes import and export 
surpluses to individual countries. This “ multilateral part” 
for the years 1928 and 1938, according to Gerhard, and 
for 1957 calculated on a similar basis, are as follows: 


1928 — 29.7 % 1938 — 22.4 % 1957 — 25.3 % 
The figures imply that the multilateral percentage 


was decidedly in Swedish interests. By degrees, as 
the most acute war damage was repaired, support 
for such a policy could be found in tendencies to- 
wards international standardization in the field of 
trade policy. In an observation that Swedish inter- 
est is principally concentrated on the free-listing 
work of OEEC, the Foreign Office remarks “that 
other regional or more partial arrangements of a 
multilateral character could in accordance with 
this principle, and naturally in view of the direct 
advantages which they may offer Sweden be worth 


supporting”? 


International trade policy undertakings 


The Background. The Allies were, in the autumn 
of 1943 — only a few months after the turning- 
point in the war in Africa — already busy planning 
for the world which was to be at the end of the 
war. It was a natural assumption that the co- 
operation which had been achieved none too pain- 
lessly should continue after the war, then being 
extended so as to embrace all countries. Thus it 
was not the UNO alone which was founded on 
world-embracing ideals, honourable but difficult to 
attain. 

Steps in this direction were the Bretton Woods 
Conference of 1944 and the Quebec Conference 
of 1945, which resulted in three international eco- 
nomic institutions: the International Monetary 
Fund (IMF), the World Bank (IBRD) and the 
United Nations Food and Agricultural Organisa- 
tion (FAO). In the autumn of 1945, an American 
proposal was submitted for the revival and pro- 
motion of multilateral international trade, and at 
a conference held in Havana in 1947/48, the 
constitution of the International Trade Organi- 
sation (ITO) was laid down. With a view to 
hastening the realisation of the ideals which this 
trade organisation was intended to further, ne- 
gotiations were begun at Geneva in 1947 between 
a limited mumber of countries, leading to the 
establishment of the General Agreement on Tariff 
and Trade (GATT). This Agreement contained, 
in addition to undertakings for definite reductions 


(which was small immediately after the war) has in- 
creased during the *50s but does not attain the maximum 
level reached during the °20s. 

2 Royal Foreign Office op. cit. p. 77. 
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of duties, the bulk of the basic principles of ITO, 
and especially the most-favoured-nation clause 
which was of such vital importance for the devel- 
opment of trade. (ITO was ratified by only a few 
countries, but not by its original proposer, the 
USA). Swedish membership of the international 
organisations was sought in due course; that of 
GATT in 1949, of FAO in 1950, and of IMF and 
IBRD in 1951. 

Meanwhile, regional organisation had got under 
way in Europe. After negotiations at the invitation 
of USA, the Organisation for European Economic 
Co-operation (OEEC) was founded in April 
1948, embracing 17 European countries, with USA 
and Canada as passive members. The main ob- 
jective of the Organisation was to establish healthy 
economic conditions in Europe by means of eco- 
nomic co-operation, and its first task was to carry 
through a joint European economic reconstruc- 
tion programme. Substantial American contribu- 
tions were made available and OEEC undertook — 
as a separate task — the administration of these 
contributions (the so-called Marshall Aid). 
Sweden was a member of this Organisation from 
the beginning less as an applicant for dollar aid 
than as a participant in European reconstruction. 

This group of international organisations, with 
their positive programmes and supported by no 
little goodwill on the part of their members, de- 
notes a remarkable change in the international 
trade atmosphere as compared with the pre-war 
period. The modest attempts made by the League 
of Nations in the ’20s to assemble nations for the 
purpose of discussion and economic co-operation 
had come to nothing because the great powers 
refused to commit themselves. The fact that the 
great powers, influenced by American idealism 
and US dollars, but surely mostly by the bitter 
experiences of war, altered their attitude, has im- 
plied a radical change in the position of the smaller 
powers. Of still greater importance may have been 
the fact that several organisations, in spite of the 
highly ambitious nature of their programmes, have 
been able successfully to tackle everyday problems 
in the fields of trade and foreign exchange and 
gradually to create, if not an international law, 
at any rate the beginnings of fixed usages in inter- 
national economic behaviour. After the collapse of 


“civilised warfare” in the ’30s, this marked a con- 
siderable improvement in the trade climate. 

It is the work of two of these organisations, i.e. 
OEEC and GATT, which will, to some extent, be 
dealt with in the following. 

OEEC was, it is true, an organ for European 
co-operation, but it was hardly a body deliberately 
created by the will to co-operate; it was rather 
an artificial framework for American post-war aid. 
Within this framework European countries could 
discriminate against the USA while at the same 
time the USA delivered both dollars and goods 
for the work of reconstruction. There is no doubt, 
however, that the work of OEEC led to a speedier 
European recovery, in addition to the political 
results achieved. Payments were channelled from 
bilateral settlements to an Inter-European system 
of payments, EPU which led to extensive con- 
vertibility within the framework of EMA. From a 
more or less total quota system, there has — via 
the 50 per cent free-listing target of 1949 — been 
attained a freedom from quotas in respect to 90 
per cent, or in reality a still higher percentage, of 
trade. 

But once these basic reconstruction had been 
reached, work on further economic co-operation 
has been somewhat sluggish. The Swedish contri- 
bution, both official and on the part of industry, has 
— since this initial period — been not much more 
than passive acquiescence. Instructions, insofar as 
there have been any, have been to listen and re- 
port, which may be described as fully in accord 
with traditional Swedish trade policy. The work 
of OEEC was bogged down in the administration 
of results already achieved and in the equally 
laborious (but not unimportant) secretarial work, 
such as an economic and statistical documentation 
of Western Europe. But there was no incentive 
within the organisation to tackle new fields for co- 
operation, until the initiative was forced upon it 
from outside. 

The negotiations concerning the Free Trade 
Area, which did not seriously start until the Rome 
agreement had been ratified by the parliaments af- 
fected, were a severe test for OEEC, and they 
constituted a determined effort to keep intact the 
17-country structure for European co-operation. 
The abandonment of this effort in November, 
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1958, marked the end of the OEEC co-operation 
which had been born of the post-war conditions. 
An American observer! of European co-operation 
has remarked that the work for freer trade, on the 
one hand, and the work for European unity, on 
the other, were able to proceed side by side and 
without friction for quite a while after the war. 
Conflicts arose when the work of reconstruction 
had been completed, the dollar gap bridged, and 
convertibility for payments in the main established. 
European co-operation could no longer be based 
on discrimination against the USA. Nor was it 
possible to build up a Europe on agreements for 
the internal abolition of the remaining quota limi- 
tations, etc., because according to international 
undertakings these quotas were tied to balance of 
payments conditions and consequently had to be 
gradually done away with for all countries. 

The plan for re-organisation that has now been 
accepted, drafted in principle at the meeting of 
ministers of July 22nd/23rd, 1960 changes OEKEC 
to OECD, with problems of economic devel- 
opment as its most important task. It aims at 
concentrating on just those questions that are of 
general European (and American) interest. It is, 
however, considered — and this is urged by 
Sweden — that parts of the old organisations’ ex- 
clusively European tasks should be transferred to 
OECD. The importance of maintaining and widen- 
ing the arrangements regarding payments and in- 
creasing the mobility of capital (EMA) has been 
stressed and likewise of continuing the contact and 
research work on a West European basis as was 
done by the so-called “vertical committees”. Fur- 
thermore, it has been emphasized that, with a 
special view to the underdeveloped countries in 
Europe, there should be a continuation of the 
productivity and consultative work which, since 
1953, has been carried out by the sub-organisation 
EPA. 

Both the original re-organisation proposal and 
the modifications which were agreed upon seem 
to indicate that the revised organisation — the 
shape of which is by no means clear yet — can 
well become a centre for contact, discussion and 
research, but probably hardly the framework with- 


1 Miriam Camps “The Free Trade Area Negotiations”, 
Princeton University, 1959. 


in which the two European trade organisations 
will be fused. The grouping which took shape at 
the meeting of ministers to which reference has 
been made (France, USA and Canada were united 
in their interest in the new organisations world- 
wide objectives, while Britain gave but little sup- 
port to the efforts of her EFTA partners to pre- 
serve its purely European objectives) is a sign 
pointing to the likelihood that the launching of 
the OECD will increase rather than decrease the 
number of unknowns in the European equation. 

The other main force behind the development 
of trade policy is the organisation and negotiation 
work carried out by GATT. The general ideology 
as to free world trade and the equal rights of 
nations upon which GATT was founded, has had 
some rude knocks both of a theoretical and of a 
practical nature. Economic science is progressing 
towards a modification of the simple classical rule 
that everything develops best by itself in free and 
completely unrestricted competition. It is no new 
fashion at all to question this doctrine in respect of 
a country’s internal economy; the necessity of 
government interference so as e.g., to bring about 
a redistribution of income, to draw up long-term 
plans, to fight against inflation, etc., have long 
been pretty generally admitted, and discussion 
thereon has often been carried very far by radical 
circles. But the self-same radicals did not accept 
the extension of this basic idea to international 
economics. Studies which are now being widely 
carried out regarding economic growth indicate 
that a central, planning, capital-gathering and 
administrative body, which can secure the creation 
and maintenance of certain basic conditions, is a 
necessity for the development of the resources of a 
non-industrialised country. From the point of view 
of practical policy, too, in the light of the newly 
awakened national potentialities, it has been es- 
sential for such countries to promote their own 
interests in every possible way. Manipulations with 
tariffs and export and import regulations have af- 
forded ample opportunities for such action. 

This problem was neither in existence or in 
prospect when the constitution for the GATT or- 
ganisation was drawn up. Moreover, more and 
more ground should seem to be gained by the 
view that the procedure whereby mutual tariff re- 
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ductions are introduced after separate negotiations 
by each country, which the agreement offers to- 
day, is no longer a means of promoting greater 
world trade. As in the closely-related United 
Nations’ organs political developments tend to 
transfer power towards the new countries, hungry 
for development. In this connection, the following 
conclusion is of interest — that the developed in- 
dustrialised countries ought not to press the under- 
developed countries to grant tariff reductions, ¢.g., 
(tariffs, quantitative restrictions and currency re- 
strictions) in order to be able to pay for the im- 
port of capital goods which dominates pro- 
grammes for economic development. If there is ac- 
ceptance of the principle that underdeveloped 
countries neither wish to, can, and — as has been 
indicated above — even should conduct a liberal 
foreign trade policy, then all energies should be 
directed towards the constant examination of the 
methods of intervention adopted and towards the 
long-term procedure for the latters’ abolition. 

That such an argument is not remarkably radical 
can be illustrated by Britain and the Dominions; 
the generous policy of free imports into the mother 
country, while British exports to the Dominions 
are subject to tariffs (admittedly preferential 
ones), was no doubt based on political grounds, 
but the principle was certainly not without im- 
portance for the economic development of the 
Dominions, even if there may nowadays be con- 
troversy as to how great the advantages were. 

On the other hand, the highly developed coun- 
tries — the original founders of GATT — are, on 
account of domestic interests and opinion, in- 
creasingly reluctant to grant any reductions of 
tariff; the pressure in this direction exerted by 
GATT constitutes a considerable problem for 
them. Once the initial steps taken by GATT had 
done away with the exaggerated or unused features 
in the tariffs of these countries, the possibilities of 
continuing to attain tariff reductions of signifi- 
cance are extremely limited without there being 
previous upward adjustments camouflaged as a 
revision of the tariff structure, the creation of 
customs unions etc. Sweden’s experience of the 
negotiating difficulties in GATT in connection 
with the more than modest tariff adjustments for 
textiles in 1958 may serve as an illustration, When 


moral pressure (maybe even more than import 
competition) comes from the group of under- 
developed countries with hopes of exporting, then 
domestic parties interested in the preservation of 
duties have ready-made arguments to put up in 
opposition. It is quite possible that — were it a 
matter of reducing tariffs only against other de- 
veloped countries — the resistance to tariff re- 
ductions inside the industrialised countries would 
by no means be so strong; in any event, the best 
of counter-arguments would fail. A trade dis- 
armament involving far-reaching tariff reductions 
would, in actual fact, demand no small amount 
of homogenity of the countries concerned, not least 
for psychological reasons. 

It is now quite clear that such a “policy of dis- 
crimination” by the developed countries cannot be 
conducted independently of, or against, the large 
and increasing number of countries which have 
only advanced a limited way along the road to 
industrialisation or which have remained purely 
agricultural. And this also applies this policy con- 
ducted in forms, such as a customs union, which 
GATT accepts. However, not even a unilateral 
total abolition of the tariffs of the industrialised 
countries against the underdeveloped countries, 
were this possible, would solve their problems. 
What these countries require is basic resources: 
roads, power stations, schools, doctors, technicians 
and the like. And, above all, they require settled 
marketing conditions for their main products, 
which for a long time to come will be either food- 
stuffs or raw materials. It is in these fields that the 
developed countries should be able to make 
counter-concessions, which will be not of formal 
but of real value. 

Against this background, it may be stated that 
the policy of Sweden in GATT is by no means a 
simple one. On the one hand, we are greatly inter- 
ested in the creation of a European market. On 
the other, we wish to export — principally capital 
goods — to the increasing group of countries in 
the process of development. Yet it may be argued 
that it cannot be a disadvantage, from a Swedish 
point of view, for those countries to apply high 
(non-discriminatory) tariffs or import restrictions 
in order to make room for imports of capital goods 
rather than consumer goods. Other countries, such 
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as Britain, which have long exported consumer 
goods to them, may of course have a different 
opinion. 

For the sake of a clear argument, we might 
simplify today’s situation in the following way: the 
world-embracing GATT-organisation has nearly 
reached the limit of its possibilities, and is as- 
suming more the character of a guardian of a 
number of basic principles for fitting behaviour in 
the field of trade policy. The purely European 
OEEC has accomplished the primary objects for 
which it was created, and in many quarters willing- 
ness has been expressed for this body to be pro- 
moted, so as to take over a number of the world 
trade problems which GATT has not touched. 


And if such be the case, it could be a develop- 
ment which Sweden, as a small and “honest” 
nation with a tradition of passive trade policy, 
need not regret. On the contrary, just this devel- 
opment might give more active interest and greater 
personal and material contributions than hitherto 
to these new organisations new objectives. It may, 
however, be a pipe-dream to look for a solution 
of the problem of West-European joint trade with- 
in this framework. And it may well be that before 
this has become clear, time and public opinion 
may have gone so far that the only solution then 
acceptable inside and outside Western Europe is 
a fusion of individual countries in a practically 
unaltered version of the Rome Treaty. 


QUARTERLY REVIEW. JANUARY 1961 15 


THE DEVELOPMENT 
OF THE SWEDISH STOCK MARKET 


BY BENGT SENNEBY 


The Swedish stock market has been the subject of 
fairly lively discussion in recent years. There seem 
to be two main reasons for the debate. In the first 
place there has been a noticeable increase in the 
interest in stocks and shares on the part of the 
general public. This is seen both in a greater 
interest taken in stock exchange and investment 
know-how and in shares as a savings medium. 
In addition, the marked rise in the stock market 
in Sweden during 1958—59 has added fuel to the 
debate. It has sometimes emerged from the dis- 
cussion that these two causes are not unrelated. 


1. The movement of share prices 


The rising share prices of the post-war years are 
not peculiar to the Swedish market. Markets 
abroad have followed much the same trend. 

It is true that over the whole post-war period 
the rise in markets has been greater in Sweden 
than in Denmark and Britain, but it has been less 
than in West Germany, France, the United States 
and Switzerland. Even if the comparison is confined 
to the past ten years the trend in Sweden does not 
appear in any way remarkable. In a ten year 


Share index in selected countries (1953= 100) 


1946 1950 2.qtr. Increase 
1960  1946—60 
per cent 
EME As ey 60.00 ess 68 74 221 225 
United Kingdom .... 112 96 244 118 
West Germany ...... 130 62 647 2,057 
‘The Netherlands...... 85 100 380 347 
eS Oe 115 107 183 59 
Switzerland .......... 70 78 204 191 
0 See 70 56 374 434 
0 oS eee 80 83 211 164 
+ 1948. Source: OEEC. 


period the British market has for example followed 
a course almost parallel to the Swedish market. 
Nor is the strong rise in markets in Sweden during 
the years 1958—59 unique. It was larger in West 
Germany and the Netherlands in those years, and 
much the same in Britain as here. The trend of 
the Swedish stock market seems accordingly to have 
been influenced by the same factors as those of the 
other countries. 

The tremendous rise in the West German stock 
market, which does differ considerably from those 
in other countries, is probably a result of Germany’s 
being affected more than the others by direct war 
damage and by the low level of the market in 
1945, when the war ended. 

If the comparison of stock market trends is 
continued further back in time, for example to 
cover the last thirty years, the picture is essentially 
similar. Markets have shown a rising trend in the 
different countries, but short-term fluctuations have 
been fairly marked. The variations have followed 
economic fluctuations fairly closely, the share index 
curve always being ahead of changes in the eco- 
nomy, but by varying amounts. It is quite reason- 
able, therefore, to interpret the rise in markets dur- 
ing 1959 at least in part as a harbinger of the 
international economic boom in 1959—60. 

Developments during 1960 appear to confirm 
this interpretation. The share index has fallen in 
the United States, where the rise in economic 
activity has largely petered out. In Britain and 
Sweden industrial expansion began to slow down 
during 1960, and in these countries the share index 
showed a clear tendency to fall during the first half 
of the year. In Sweden the share prices later re- 
covered to much the same level at the end of 1960 
as at the beginning of the year, while the British 
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market level remained about 10 per cent lower than 
twelve months before. In West Germany, and to 
a lesser extent in France, the rise in markets has 
continued under the influence of continued indus- 
trial expansion. Swiss stock markets have also risen 
during 1960. The rise in Continental markets can 
safely be related in part at least to the increased 
interest in European shares which the Americans 
have been showing. 

Swedish share prices during the past decade 
show a rise in 1950 and 1951, followed by a fall 
in 1952. The market rose again in 1953 and 
1954, but there was little change in prices in the 
period 1955—57, despite the high level of eco- 
nomic activity, followed by a sharp rise in 1958— 
59. In 1960 there occurred a break in the upward 
movement, and in December the share index was 
at approximately the level of December, 1959. 

The discussion during 1960 has attached far too 
much significance to the rise in 1959. From a 
longerterm perspective the rise is not particularly 
noteworthy. The share index (1937 = 100)! rose 
from 132 at the end of 1949 to 379.2 at the end 
of 1959, i.e., by 187 per cent, or on the average 
by a little over 11 per cent per year. During the 
same period the gross national product at market 
prices rose by 115 per cent, about 8 per cent an- 
nually on the average. The share index has thus 
risen faster than the GNP during the ten years, 
but the difference is not nearly so marked as one 
is led to believe by looking only at the years 
1958—59. 

The trend of prices in the Swedish stock market 
has not been at all uniform in the past ten years. 


Trend of prices of various types of shares 


1949 1959 Percentage 

Dec. Dec. increase 
Wood processing industry .... 144.4 644.1 346 
Tron and steel industry ...... 187.4 594.7 217 
Engineering industry ........ 126.0 350.4 178 
SHipping. 22 ck stom vee eens 190.1 349.8 84 
Banks Sististieeitte« oes ee 105.9 189.8 79 
General index’ .<..si4sas ses 132.0 379.2 187 
Gross national product ...... 4 115 
Consumer price index ...... 3 4 54 


Source: The Affarsvarlden (Business World) Share Index, 
(1937= 100). 


* The index of the periodical Affarsvarlden (Business World). 


Yield* on Swedish shares and on fixed-interest securities 


At end of year 1945 1949 1957 1959 1960, Oct. 
Ordinary shares, total 3.96 448 4.77 2.94 3.20 
Industries, total ...... 3.95 4.84 4.72 2.89 3.08 
Forest products ...... 3.54 3.89 3.80 2:45 2,58 


Shippmet 3s .ujeense oe 4.48 424 5.69 4.09 4.59 
Banksic, 6 siecsewhass stax 412 474 596 402 481 
Current yield on govt. 
StOGKS 5 5a asenr oe 3.04 3.05 4.53 4.49 4.68 
industrial loans* .... 3.02 3.02 5.28 5.23 5.97 


1 Latest dividend as a percentage of the share price at end o 
year. — * 1934 interest-bearing loan. — * 3 per cent loan up 
to and including 1949, thereafter 3 +/, per cent. 


The big increase in share prices in the wood 
processing industry has been primarily responsible 
for pulling up the share index. Shipping and bank 
shares have risen much more slowly than the GNP, 
but still somewhat faster than the consumer price 
index. 

The current yield on ordinary shares has fallen 
very steeply during the past three years, and is now 
well below the long-term bond rate. The gap be- 
tween the yield on equities and on fixed-interest 
securities was the opposite during the first part of 
the post-war period. However, the big decline in 
the yield on equities in recent years is in part 
misleading, for the yield figures in the table give 
no proof of the real yield during a particular period. 
A low current yield as a rule implies the discount- 
ing of an impending rise in dividends or other 
benefits for the shareholders, such as rights issues. 

The latter form of yield can in certain cases be 
more advantageous for the shareholder than the 
dividend, since the rights arising from a share which 
has been held for five years are free of capital gains 
tax. Partial exemption from taxation is obtained on 
holdings for a shorter period, with a minimum of 
two years. A company can to some extent choose 
between those two forms of yield. 

The significance for the yield on ordinary shares 
of increases in dividends and rights issues can be 
illustrated by the following example. It shows the 
actual developments for a small number of compa- 
nies during the period May, 1954—May, 1960, 
since the yields have been calculated both on the 
basis of dividends and taking account of the value 
of rights issues. 
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_ LEE nnn 


Current Average an- 
percentage nual percent- 
yield age yield* 
May May May 54— 
54 60 —May 60 
Five wood processing companies 3.5 20 4.3 
Two steel and wood processing 
EMIS iiss so cic’ oes sees 3.4 2.8 Dye 
Five engineering companies... 5.0 35, 5.7 
(Ute G01" sete te 4.5 4.6 5.3 
Be PPEMCENENOAR™ 0.555.005 3.6 5.0 3.5 
Long term deposit account? .. 3.0 4.8 4.1 
1 Including bonus and new issues. — * Current yield. 


As can be seen, the average total yield on the 
shares during the six year period has in every case 
been considerably higher than the figures for the 
current yield indicated. A low current yield on a 
particulare share can thus conceal expectations of 
an improved yield in a not too distant future. 

The fall in the yield on ordinary shares is also 
found in other countries. On a number of stock 
exchanges, e.g., London, New York, Zurich and 
Frankfurt, the yield on equities at the end of 1959 
was lower than the current yield on government 
fixed-interest securities, as the following table 
shows (percentages) : 


Yield on Current yield 
equities on government 
securities 
PMRRUERLOG I Ids sie .aiss sce cices 3.02 4.54 
Lutte) Sa O47 oe ee 3.81 5.10 
PPAMINADEN Ga cae vie asl es os 60 0's 2.19 6.20 


In the light of these figures the difference be- 
tween the yield on equities and on government se- 
curities in Sweden does not appear very remark- 
able. 


9. Factors behind the rise in markets 


The prices of shares, like those of goods, are deter- 
mined by supply and demand. There are, however, 
some differences in the price mechanism between 
shares, and, for example, consumer goods. One 
difference is that the quantity of shares in the 
market only changes intermittently, by companies 
making new issues or, which seldom happens, 
redeeming shares. Thus, in the case of goods, price 
changes mean that the price moves along a demand 
curve which is in principle unchanged, while a 


change in the price of shares means that a complete- 
ly new demand curve is created. In this way, the 
demand curve for every type of share is perpetu- 
ally changing (daily or perhaps even more fre- 
quently), and these changes are determined by the 
expectations of the investor with regard to a num- 
ber of factors (the state of the economy, the level 
of interest rates, information about a particular 
company, etc). 

The market prices of shares are determined by 
the marginal investor. Only the part of the de- 
mand curve (of the conventional type) lying fur- 
thest to the right is of any significance for the mar- 
ket price, which is therefore determined by the 
most optimistic buyer and the least optimistic share- 
holder. One can perhaps get an indication of how 
narrow this stratum must be by noting that, ac- 
cording to stock exchange statistics, the average 
daily turnover during 1959 amounted to only 0.03 
per cent of the total paper in the market. 

When we look at the expectations of investors 
which have caused share prices to rise and equity 
yields to fall relative to the rate of interest on bonds 
in the post-war years (and in particular the years 
1957—59), the following main points should be 
made. 


a) Increased consolidation by companies 


The share capital is of course the risk-bearing 
capital of a company, and traditionally it has there- 
fore been considered reasonable for shareholders 
to obtain a risk premium on their investment, com- 
pared with bondholders enjoying first-class security. 
The risk factor in the issued capital of the 
companies quoted on the stock exchange has, how- 
ever, become less important in recent years. This is 
because of the considerable consolidation that has 
occurred in these companies, particulary during the 
post-war years, with their high level of business 
saving (which has, however, occurred partly as a 
result of almost permanent inflation). The dividend 
policy of companies has also helped to reduce the 
risk differentials between shares and fixed-interest 
securities. Thanks to the increased financial strength 
it has been possible for the companies to maintain 
dividends even during periods of declining profits. 
Swedish companies have also endeavoured to avoid 
fluctuations in dividends, but have tried to hold 
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the amounts paid out in dividends on a slowly rising 
course, 


b) The change in the economic situation 

Economic conditions in the post-war years have 
also contributed to the reduced risk premium on 
ordinary shares. The risk of very serious economic 
crises similar to those of the 1920s and early 1930s 
is now generally regarded as fairly slight. On the 
contrary, the long-run prospects of continued boom 
conditions accompanied by a certain amount of 
inflation (although perhaps at a more moderate 
pace than since the end of the war) are considered 
much more probable. The realization of this change 
in business risks compared with the inter-war years 
has only spread very slowly among the public, 
which may be one of the explanations for the 
movements of share prices in recent years. 


c) A share’s propensity to grow 

To own a share involves part-ownership of an 
enterprise, which means that the shareholder 
participates directly in the progress of the enter- 
prise. This is a fundamental difference between 
the shareholder and the bondholder, who merely 
has a nominal claim on the company. New invest- 
ment and improved organization increase the value 
of the enterprise and this should be reflected in 
rising share prices. The growth component in 
equities is probably also one of the factors which 
the public has ‘discovered’ recently, and which has 
contributed in some measure to the upward trend 
in share prices. 


d) Changed investment habits 


A characteristic of the post-war stock market in 
Sweden has been the stability of the upward move- 
ment. Falls have been brief and comparatively 
weak. The factors previously mentioned, plus 
inflation, are responsible for this situation. But 
some institutional changes in the market have also 
contributed to this stability. Long-term investors 
in ordinary shares seem to have come to dominate 
an ever-increasing share of the market. For these 
investors, i.e. insurance companies, pension and 
other types of funds, short-term market fluctuations 
are not important. Purchases are made regularly, 
and this gives a steady market demand, while 
selling does not take place immediately when 


there is a risk of a fall in the market. Another 
stabilizing factor is the fact that to a very large 
extent shares are not used nowadays as security 
for loans. During the inter-war years this was 
a destablizing factor in stock markets. The decline 
in the use of shares as collateral can be illustrated 
with some figures. At the end of 1930 the commer- 
cial banks’ loans on the security of ordinary shares 
amounted to close on Kr. 1,300 million and loans 
against property mortgages to over Kr. 1,400 mil- 
lion. At the end of 1960 loans on the security of 
shares were only approximately Kr. 600 million, 
and mortgage loans amounted to over Kr. 5,100 
million. 


e) Expectations of inflation 

Inflation and the expectations of inflation have 
undoubtedly been an important factor behind the 
rise in markets. There is a fundamental difference 
in this respect between shares and bonds. If the 
interest yield on a fixed-interest security is 5 per 
cent, but there is at the same time an inflation of 3 
per cent per annum on the average during the 
period of the investment, the real yield is only 2 
per cent per annum. A share which perhaps only 
gives a yield of 2 per cent at the moment but which, 
through an increased yield and rising markets, 
can give full compensation for the decline in the 
value of money is from this point of view as valu- 
able as the bond. The public has shown a surprising 
lethargy in adjusting to inflation in the post-war 
period, and it is only in the past few years that 
people seem to have become more generally aware 
of the ravages inflation can cause to nominal say- 
ings. This may be another explanation of the rise 
in markets. 


3. The structure of the Swedish stock market 


There is only one stock exchange in Sweden, the 
Stockholm Stock Exchange. At the end of 1960 
there were 19 members, 12 being commercial banks 
and the other 7 stockbrokers. 105 Swedish compa- 
nies were quoted on the exchange, and the total 
nominal value of their registered capital was Kr. 
5,600 million. The market value of this registered 
capital was close on Kr. 17,000 million in October, 
1960. The most recent dividends declared by the 
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quoted companies amounted to a total of Kr. 533 
million, which gave a current yield of about 3.2 
per cent for the whole market. 

For a company’s shares to be introduced to the 
market it is necessary for the firm to have a very 
satisfactory economic position, to have a share 
capital of at least Kr. 3 million (in actual fact Kr. 
5 million is necessary) and for the shares of the 
company to be reasonably widely held. As the 
following table shows, a number of companies have 
been introduced to the market since the war: 


Year-end No. of Nominal share 
companies capital 
(Kr. million) 
BORO VN AGIs 650.104 3. 5 93 2,278 
SEL: eee 90 2,586 
Oe 103 5,036 
IQR eee asia sos :eis « 103 5,348 
LDA) 34ers 105 5,600 


The turnover in shares in the post-war years has 
been as follows (statistics of the Banks and Stock 
Exchange Inspection Board) : 


‘Year Kr. Year Kr. Year Kr. 

million million million 
BOAO a teis.5's J1) ARGS aa 559 TS56" ice sor 452 
NS eer 423, OS 2 ees oseie 400 195 7Sy see 523 
1948 ....... 254 12 be Raa 336 TODSIG Late 567 
A980) 55 fs iar 247 POD AR cries 513 1959) ee rei! 791 
1950) .,......< 535 SOD G rae hiics. 486 


The table shows that, in the first few years after 
the war up to 1950, turnover was relatively low, 
but it then rose to an average of Kr. 426 million 
for the years 1950—58, with roughly the same 
turnover at the end as at the beginning of the 
period. Turnover showed a very marked increase 
during 1959. 

By turnover, the shares of the Grangesberg com- 
pany have been the most active, with a turnover 
in 1959 of Kr. 30.1 million, Next comes ASEA 
with 24.3, The Swedish Match Company, 21.6, 
The Cellulose Company, 14.8, and Stora Koppar- 
berg, Kr. 13.4 million. 

We know very little about who pontine shares, 
and for what reasons. Two attempts have been 
made in Sweden to analyse the shareholdings of 
private individuals, in the 1950 population census 
and the 1955 savings survey. The two enquiries 
are not at all comparable. 

The 1955 savings survey showed that 6.7 per 
cent of households owned shares. Only 2.4 per cent 


of manual worker households were shareholders, 
while the corresponding figure for salaried em- 
ployee households was 13.0 per cent. Shares ac- 
counted for 20.4 per cent of the financial assets 
of all households, though for manual worker 
households the figure was only 1.4 per cent, as 
against 32.0 per cent for salaried employee house- 
holds. These figures are probably now consider- 
ably out of date, since it is really only in the past 
few years that the general public has shown a 
marked increase of interest in ordinary shares. If 
a comparable survey of the spread of share owner- 
ship were made now the proportion of share- 
owning households would probably be consider- 
ably larger than 6.7 per cent, especially for the 
salaried class, among whom this increased interest 
has primarily manifested itself. 

The 1955 saving survey also included an attempt 
to elucidate the attitude of the general public to 
shares. This enquiry showed that the public had a 
very meagre knowledge of shares and their at- 
tributes. In response to the question of how a 
person would invest Kr. 1,000, only 4.7 per cent 
wished to purchase shares, while 8.6 per cent 
wished to purchase bonds. The risk of loss was 
considered the greatest disadvantage of shares, 
while the high dividends were considered to be the 
greatest merit. Only 3.3 per cent of those inter- 
viewed considered that the protection ordinary 
shares offer against inflation was an advantage. 
This attitude survey is now definitely out of date. 
Knowledge about shares is certainly much more 
widespread than was the case in 1955, and it is 
likewise probable that the public now attaches 
greater importance than it did at the time of the 
survey to the advantages of ordinary shares as a 
hedge against inflation. 

Similarly, we know very little about the place of 
the institutional investors in the stock market, but 
we have a general idea about the marked increase 
in their importance. Insurance companies, and 
funds and organizations of various kinds, have 
successively increased their holdings of shares in 
the post-war years. The insurance companies’ hold- 
ings of ordinary shares (book values including 
debenture loans) have during the past ten years 
alone almost trebled, increasing from Kr. 220 
million to Kr. 600 million. 
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THE ECONOMIC SITUATION 


General characteristics 


The year 1960 was a boom year in Western Europe 
— a year when production, foreign trade, invest- 
ments and consumption were at a higher level than 
ever before, a year of full utilization of capacity 
and full employment. It was a year that witnessed 
a rapid increase in wages while prices were virtu- 
ally stable. But it was also a year when the earlier 
swift increases in production were arrested, when 
demand rose at a faster rate than domestic pro- 
duction, and when it was again necessary for 
economic policy to be concentrated on the pre- 
vention of inflation. 

Last year was also a boom year in the United 
States. It began with output and employment at 
record levels. However, the development -was. sub- 
sequently characterized by stagnation and even 
falling production — a consequence of stock 
liquidation, reduced private consumption and suc- 
cessive contractions in investments. In the late 
summer, the beginnings of a new recession were 
discernible — the fourth during the post-war 
period. However, the decline up to the end of the 
year appeared to be moderate in comparison with 
previous downturns. 

In Sweden, economic policy was tightened up 
during 1960 so as to prevent the coming into being 
of an inflationary boom. Monetary weapons were 
utilized to a much greater degree than previously 
and steps were taken in order to reduce the pres- 
sure from investment activities. In the autumn of 
1960, they were still partly under the influence oi 
the stimulative measures adopted during the 1958/ 
59 recession, investments that had been started 
with the aid of the released investment funds not 
having been fully completed. By means of the in- 
troduction of a general sales tax on January 1, 
1960, fiscal policy played its part in putting a 
brake on consumption — at least, during the early 


months of the year. At the end of 1960, employ- 
ment was high and unemployment unusually low; 
wages were on the way up while prices were still 
fairly stable, mainly on account of restraining ex- 
ternal influences. Production was at a high level 
in the majority of branches, but the prospects of 
increases in production during 1961 were limited. 


The international economic situation 


The development of production in the United 
States and Western Europe slackened off consider- 
ably during 1960 after the powerful upswing in 
1959. However, there is a striking difference be- 
tween the current economic situation in North 
America and that in Western Europe. In the 
United States, production has stagnated — and 
even dropped somewhat — due to inadequate 
demand; the utilization of capacity has been low 
in industry, while unemployment has been rela- 
tively high — and growing. In Western Europe, 
on the other hand, the situation in most branches 
is characterized by excessively heavy demand; there 
are exceptions — the car and TV industries in 
Great Britain and certain branches of the con- 
sumer goods industry in Sweden, for instance. The 
result of this has been that capacity is being uti- 
lized to breaking-point, while at the same time 
long delivery periods and shortage of manpower 
are impeding investments aimed at increasing 
capacity. The difference between the North Ameri- 
can and West European economic situations is 
further demonstrated by the fact that American 
imports fell by 7 per cent from the third quarter 
of 1959 to the corresponding period in 1960, while 
during the same time Western Europe’s imports 
went up by 19 per cent. The degree of internal 
activity is therefore accurately reflected in the 
development of imports. At the same time, it can 
be observed that the upswing in Western Europe 
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has stimulated American exports, which climbed 
by 18 per cent from 1959 to 1960 (the first ten 
months). However, the decline in business activity 
in the United States has had a suppressive effect 
on West European exports. It is true that they 
rose by 16 per cent from 1959 to 1960 (the first 
three quarters), but during the course of 1960 
there was actually a gradual fall from the high 
level attained at the close of the preceding year 
— this being, in large measure, attributable to 
reduced American demand. As a result of the 
economic development, the American balance of 
trade improved appreciably from 1959 to 1960, 
while that of Western Europe deteriorated. This 
phenomenon — the consequence of a natural com- 
pensatory mechanism — has been accompanied by 
a paradoxical outflow of gold and foreign ex- 
change from the United States to Western Europe 
(and in some degree to Japan). The primary 
cause of this is that the level of interest rates has 
been considerably lower in North America than 
in Western Europe, which is, in turn, a reflection 
of the difference in the economic conditions 
prevailing in America and Western Europe. In 
order to put a brake on business activity, the inter- 
est rates in Western Europe were gradually raised 
during 1959 and the first half of 1960. In the 
middle of the year, Bank Rate war 6 per cent 
in Great Britain and 5 per cent in Western 
Germany. In the United States, on the other hand, 
interest rates were gradually lowered so as to stimu- 
late economic activity during the summer of 1960. 
Thus, in the middle of the year the rate of dis- 
count was 31/2 per cent, and a short time later 
it was down to 3 per cent. As a result, there was 
a movement of capital from the low-interest area 
to the high-interest area, this being reflected in a 
contraction of the gold reserves of the United 
States. The development of the foreign exchange 
reserves in various countries can be seen in the 
following table. 

A number of measures were taken during the 
autumn of 1960 so that the outflow of foreign 
exchange from the United States might be arrested. 
In Switzerland and Western Germany, certain 
barriers against the inflow of foreign capital were 
set up in the late summer, but these countries have 
not been successful in preventing an inflow of their 


The foreign exchange reserves 
at the end of: 


1950 1955 1959 1960 Nov. 

United States 

($:million) ......... 22,820 21,753 19,507 17,901 
Great Britain 

(Gimillion)|~ jscictes 1,310 769 O82 se L USL 
Western Germany 

(DM million)...... 14,998 13,324 23,661 *31,195 
France ($ million).... 79% 1.912 15720: +*2,068 
Italy ($ million) .... 602 1,167 2,953 3,065 (Oct.) 
Japan ($ million) .... 11,043 901 *1,322 1,760 
Latin America 

($ million) ........ 3,555 3,560 3,385 3,535 (June) 
Sweden (Kr. million) 1,106 2,551 3,047 2,849 
1 end of 1952. — ? Central Bank’s gold and foreign exchange 
reserves. — * excl. the commercial banks’ foreign exchange 


reserves. 


own subjects’ foreign assets. Moreover, Bank Rate 
in Great Britain and’ Western Germany was low- 
ered during the closing months of the year solely 
with the purpose of reducing the difference be- 
tween their interest level and that of the United 
States. During 1959 and 1960, France, Great 
Britain and Western Germany speeded-up their 
payments to the United States on previously 
granted loans. Finally, the United States has 
started both a savings campaign and an export 
drive. Amongst other things, those underdevel- 
oped countries which are to receive financial aid 
from the United States in the future will be re- 
quested not to use such funds for purchases from 
industrialized countries other than the United 
States. The Americans have been pushing the 
West European powers to make bigger contribu- 
tions to NATO and to the underdeveloped coun- 
tries. However, the countries of Western Europe 
are aware of the fact that the increase in their 
own foreign exchange reserves is very much a 
consequence of temporary capital movements, and 
they have therefore not wished to commit them- 
selves to drastic long-term programmes designed 
to reduce the inflow of capital. All the same, the 
Common Market countries have decided to in- 
crease substantially their capital exports to the 
underdeveloped countries. 

It appears that the difference in economic situ- 
ation in the United States and in Western Europe 
will, in the not too distant future, be dimmished. By 
virtue of the fact that production increases in 
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Western Europe are precluded due to the lack of 
capacity, the requirements of raw materials are 
diminishing, while the need for machines — above 
all, labour-saving machines — and durable con- 
sumer goods will most likely go on rising. This 
means, in part, that the tendency towards a 
weakening of economic conditions in the primary- 


producing countries will be continued — and 
further accentuated by the lower American raw 
material requirements — and, in part, that there 


will probably be additional incentive for the 
North American. producers of manufactured goods. 
At the same time, the rapidly falling American 
demand for West European products has already 
made its mark in the form of contractions in pro- 
duction in the European car industry. It is likely 
that West European demand will, in the long run, 
compensate for this decline. Furthermore, price 
competition from North American producers in, 
e.g., the paper pulp industry has had a suppres- 
sive effect on West European manufacturers. 
The enhanced West European demand for 
American goods has contributed towards a les- 
sening of the risks of a serious American recession, 
for even in the United States a rise in foreign 
demand of $ 3,000—3,500 million can help con- 
siderably in maintaining economic stability. How- 
ever, the future international economic trend 
will most likely be characterized by a slackening- 
off of Western Europe’s upswing and an in- 


Foreign Trade (Million Kr) 


(Current 3-monthly averages) 


A Imports 
B Exports 
C Imports surplus 


Source: Board of Trade 


creasingly differentiated development as between. 
countries and branches. At the same time, the 
depth of the American downswing should be 
limited by the development of stocks which, after 
a certain decline in 1960, can hardly be as drastic 
during 1961 as during the recession of 1958. The 
possibilities of there being an upswing in the 
American economy during 1961 will probably be 
dependent on the ability and inclination of the 
federal authorities to utilize the potentially great 
needs — particularly with respect to housebuilding,. 
schools, hospitals, roads, etc. — for expansive ends. 


Economic policy in Sweden 


The economic expansion that has been under way 
since the middle of 1959 has caused the Govern- 
ment to adopt certain restrictive measures in order 
to reduce the risks-of an inflationary development. 
A characteristic feature of the past 18 months” 
economic policy has been that monetary measures. 
have, the whole time, played a dominating part. 
This is in contrast to what has been the case 
earlier — particularly during the first ten post- 
war years. Fiscal interventions have been princi- 
pally confined to the introduction of the general 
sales tax at the beginning of 1960. (During the 
past year this tax has brought in approximately Kr. 
1,100 million.) The monetary measures that have 
been taken are as follows: 


Labour Market Situation 


(in thousands of persons) 


A Employment in industry 
B Total unemployment 
C Registered unemployment (as a percentage) 


Source: Labour Market Board 
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As early as in July, 1959, the Riksbank requested 

the commercial banks to put a check on the power- 

‘ful expansion of their lending activities. These 
requests were repeated in the autumn. 

During the autumn of 1959, the requirements 
in respect to the banks’ liquid reserves were gradu- 
ally tightened up. In the middle of January, 1960, 
the official rate of discount was raised from 4 1/2 
to 5 per cent, with the result that the banks’ rates 
on deposits and advances were also adjusted in an 
upward direction. 

In April, 1960, the Government issued a 15- 
year bond loan at an interest rate of 51/2 per 
cent, for which as much as Kr. 1,074 million was 
subscribed. This issue implied a redistribution, a 
“consolidation”, of the National Debt from short- 
term loans from the commercial banks and the 
Post Office to long-term loans from, above all, 
the capital market. 

In June, 1960, the Government invited com- 
panies to buy — for the first time ever — Treas- 
ury bills with a maximum maturity of one year 
and with an interest rate somewhat higher than 
the top deposit rate in the banks. This opportunity 
for companies to place their liquid funds in short- 
term securities, instead of on the commercial 
banks’ deposit accounts, was open the whole of 
the autumn and has probably absorbed close on 
Kr. 130 million. The rate of interest on these 
securities was, moreover, raised on two occasions, 


House Building (in thousands of dwelling units) 


A Under construction 
B Started 


Source: Labour Market Board 


being in December 5.24 per cent (effective rate) 
on bills with a maturity of 11 months. The banks’ 
deposit rates, on the other hand, remained un- 
changed. 

During November and half of December, the 
National Debt Office sold bonds with a life of 
six years and with an effective rate of 5.55 per 
cent. The object of this issue was to absorb those 
funds (about Kr. 1,200 million) that were paid 
out in the form of pension and tax refunds. When 
the lists were closed, Kr. 143 million had been 
subscribed for this bond loan. 

In addition to these monetary measures — all 
taken with the purpose of lowering the risks of 
inflation through a reduction in the supply of 
money — there was an invitation to companies to 
set aside funds on a special blocked, non-interest- 
bearing account in the Riksbank (so-called “anti- 
cyclical investment funds’) against an extra tax- 
free deduction of 12 or 8 per cent. During the 
latter half of 1960, as much as Kr. 768 million 
was paid into these funds. 

With respect to this monetary policy that has 
been conducted, emphasis has been placed on the 
“traditional” monetary weapons, i.e., changes in 
the rate of discount, successive adjustments of the 
short-term interest rates, open-market operations, 
and so on. However, the Riksbank’s recommen- 
dations as to the size of the banks’ liquidity ratios 
have not had any direct effect. The banks’ average 


Share index 


A Home Market Industry. B Other Industry. C Banks 
Source; Skandinaviska Banken 
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liquid reserves were, during the major part of the 
year, considerably lower than the level recom- 
mended by the Riksbank — a result of the other 
very restrictive measures. Indirectly, however, the 
recommendations have probably been a contribu- 
tory cause of the banks’ endeavours to limit their 
lending activities. 

Another characteristic trait of the recent eco- 
nomic policy has been the “broadening” of the 
bond market that has taken place, most likely in 
part a consequence of the high interest level. This 
tendency has been particularly marked with re- 
gard to the market for the Government’s borrow- 
ing, where “new” categories of lenders have ap- 
peared (companies and private persons). 

These increased possibilities for placing the 
National Debt mean that the Government has 
greater freedom in its formulation of economic 
policy, and could imply decreased risks of a repe- 
tition of the National Debt policy which, during 
1958 and 1959, laid the foundation for the ex- 
ceptionally powerful credit expansion in the bank- 
ing system. 


The credit institutions and 
the economic upswing 


One of the purposes of the restrictive economic 
policy outlined above has been to limit the com- 
mercial banks’ lending capacity by means of a 
“soaking up” of potential deposit funds. This is, 
in turn, a method of restraining investments, thus 
reducing the risk of the economic expansion’s giv- 
ing rise to inflation. 

However, the commercial banks’ advances last 
year continued to rise. During 1959, outstanding 
credits went up by Kr. 1,433 million, or by 12.3 
per cent. During 1960, the increase amounted to 
Kr. 966 million (7.4 per cent). But, while the 
credit expansion during 1959 was matched by an 
exceptionally heavy increase in deposits (Kr. 
2,963 million: 18.5 per cent), deposits in 1960 fell 
by Kr, 426 million, or by 2.2 per cent, this being 
a direct consequence of the restrictive economic 
policy. This decrease in deposits can be wholly 
assigned to the “business accounts”, i.e., those ac- 
counts that are mostly used by the business enter- 
prises. Deposits to the typical “personal savings ac- 


counts”, on the other hand, increased during 1960 
at roughly the same rate as in 1959. 


Changes in deposits 


1959 1960 
Krom. 9% Kr. mo" 99% 
»Personal accounts» .. -+ 1,166 +160 +1,291 + 15.2 
»Business accounts» .. + 1,798 + 20.7 —1,717 — 164 
Total + 2,964 +185 — 426 — 22 


One of the reasons why the commercial banks’ 
lending operations continued to expand during 
1960, despite the drastic measures taken by the 
Government, is that the deficit on the National 
Budget in 1958 and 1959 had to a very great extent 
been financed on a short-term basis in the com- 
mercial banks, whereby the banks’ liquidity had 
climbed to a very high level. During the first two 


months of 1960, the banks’ liquid assets com- 


prised close on half of their deposits. This sub- 
stantial accumulation of liquid assets served during 
the whole of 1960 as a buffer between, on the 
one hand, the demand for credit generated by the 
economic expansion and stock-building activities, 
and, on the other hand, the heavy reduction in 
deposits following the Government’s interventions. 
Thus, during 1960, the commercial banks’ liquid 
assets suffered a considerable contraction — up to 
November, they dropped by about Kr. 2,000 mil- 
lion, as compared with an increase of approximate- 
ly Kr. 700 million during the corresponding 


Position of the commercial banks 
1958 1959 1960 


Assets (Kr. m.) Dec. Nov. Dec. Sept. Oct. Nov. 
Gashiiut. veces 784 534 1,066 582 611 622 
Treasury bills... 1,105 763 512 LIS) 65 53 
Swedish bonds.. 4,118 4,482 5,828 5,553 5,413 5,310 
Advances ...... 11,692 12,998 13,125 14,312 14,169 14,357 
Due from foreign 

banks ies 3 990 1,368 1,346 776 831 908 
Other assets 1,332 2,683 1,728 1,601 1,835 1,819 


Total 20,021 22,828 23,605 22,937 23,024 23,069 


Liabilities (Kr.m:) 

Deposits ....... 15,986 18,413 18,950 18,067 18,392 17,834 
Due to foreign 

banks........ 425 332 401 463 440 519 
Reserves ....... 1,283 1,360 1,360 1,369 1,406 1,406 
Other liabilities. 2,327 2,723 2,894 3,038 2,785 3,310 


Total 20,021 22,828 23,605 22,937 23,024 23,069 


Commercial Banks: loans granted in 1960 
(corresponding month 1959 = 100) 
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Increase and its percent- Outstand- 
age distribution ing credits. 
1958—1959 1959—1960 Nov. 1960 
Kr.m. % J oiich G USeee UA 

i | Industry 2.2.2... 21 16 327 229 2,658 19.3 

Trade and services 386 30.3 431 30.2 3,493 25.3 
Communications... 183 144 —20 —14 664 4.8 

414 114 Insurance and 
finance. se .'.<./6 Phe ae) 92 65 3525 92.6 
Municipalities .... 32) 2.5, 19 —1'3 tis 2 
412 112 Agriculture ...... 550) 4:3 24 olf pil Soke 
Building ......... ieee lOO 12.6) 8 1562, 9213 
ETOUSING =. fe.stere air BAS Geom oll 28) | 32357 235 
110 110 Personalandsundry 183 145 100 7.0 1,141 83 
1,274 100.0 1,426 100.0 13,788 100.0 
408, 108 
Pane Nw J Js A SSO UN CUD 


period in 1959. During December, however, the 
liquid assets increased, as on effect of seasonal 
factors. 

However, the buffer constituted by the liquid 
assets would seem to have diminished by degrees 
in its effectiveness, the credit expansion gradually 
slowing down. This is illustrated by the following 
diagram which shows, month by month, the com- 
mercial banks’ advances (credits granted) in 1960 
as a percentage of the figure reached in the cor- 
responding months of 1959. 

At the beginning of November every year, a 
survey is made of the commercial banks’ credits 
broken down into the various sectors of the econ- 
omy. This survey can further illustrate the develop- 
ment on the credit market. A table covering 
marginal credits during the periods November, 
1958—November, 1959, and November, 1959— 
November, 1960, displays a number of interesting 
features. 

Industrial credits were of relatively minor sig- 
nificance in the powerful credit expansion of 1959, 
while advances to trade and communications, 
housing and private persons increased substantially. 
During the past year, however, industrial credits 
were responsible for more than one-fifth of the 
total rise in advances, at the same time as credits 
to trade continued to go up. The share of personal 
credits in the total increase of advances was re- 
duced appreciably, and loans to the shipping com- 
panies (“communications”) also dropped over the 
year. 


By virtue of the fact that the restrictive monetary 


- measures~ adopted » during’ 1960 ~were principally © 


aimed at the commercial banks, the development 
in other credit institutions is somewhat different. 

During the expansive years 1958 and 1959, 
deposits and advances increased to a very great ex- 
tent in all credit institutions, yet primarily in the 
commercial banks. During 1960, advances con- 
tinued to grow in the various credit institutions. 
However, deposits also continued to rise at a 
pretty-well unchanged rate in the “other credit 


institutions”, while they fell in the commercial 
banks. 


Jan.—Nov., 1960 Deposits Advances 
Kr. m. % Kr. m. % 

84 large savings 

banks), ORgiiees ene + 790 + 78 + 502 + 52 
Postginov ate er. ciets 14 47 +24 + 268 + 82 
Post Office Savings 

Bane s.c/arciein «= 67° 250 + 5.9 2+ 904 *+38.6 
Agricultural credit 

SOCICHES'. 215.5 5/1 + 122 +11.1 + 93 + 9.5 
Commercial banks —1,116 — 59 +1,232 + 94 


1 Nov.—Nov. * gross 


Development of production 


The rise in production from 1959 to 1960 is in 
many respects worthy of special note. The total 
volume of production, i.e., the gross national prod- 
uct, is estimated to have increased by about 4 
per cent. From 1958 to 1959 it climbed by 5 per 
cent. The present economic upswing has thus 
advanced more rapidly than any other since 1949 
—51. However, the actual speed of the upturn 
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involves a certain danger. The growth of capacity 
— particularly with respect to manpower — is not 
sufficient and there is a risk that the upswing will 
be brought to a halt long before demand has been 
satisfied. This, in turn, entails risks of there being 
excess demand on both the labour and commodity 
markets, with inflation as a result. 

Industrial production is estimated to have risen 
by 6—7 per cent from 1959 to 1960. The whole of 
this increase is, however, associated with the 
powerful expansion during the autumn of 1959, 
which raised industrial production by 8 per cent. 
Since January, production has in the main been 
stable. In certain branches, however, the rise in 
production continued during 1960. Output from 
the iron ore mines, for instance, appears to have 
been increasing last year. This is also the case 
with the production of pulp and paper; however, 
capacity now seems to be fully utilized so that 
additional increases in the output of these prod- 
ucts will depend on the further growth of capa- 
city. The output of wood products went on 
rising during 1960, too, and here the lack of 
capacity has also been felt to some extent. As far 
as the iron and metal works are concerned, the 
earlier powerful advance in production appears to 
have come to a stop, mainly on account of a 
shortage of capacity. In the engineering industry, 
employment (and thus probably output, too) rose 
appreciably up to June, 1960, when it was 10 per 
cent higher than one year earlier; however, the 
capacity limit — at least, with respect to employ- 
ment — thereby seems to have been reached. The 
following table, relating to the engineering industry, 
provides a picture of how employment in produc- 
tion for export and for the home market has 
changed. 


Percentage change since the corresponding period a year 
earlier. Export- (E.) and home market (H.) 


Engineering Tron and Mechan- Electrical 
ind. total metal ical work- workshops 
(excl. shipb.) works shops 

E. 138 E. #. E. H. E. H. 

1959: III 9 1 62 33 11 1 —4 1 
IV 16 3 ay | 23 1 —2 6 

1960 I 13 5 14 6 17 4 4 6 
II 10 8 ays 11 8 9 10 

Ill 14 #/ a | 13 7 20 10 
Oct.-Nov. 13 5 14 4 BiG 40 6 


The recession of 1958 hit, first and foremost, 
export production in the engineering industry. And 
it was also export production that headed the up- 
swing as early as from the beginning of 1959. As 
from the third quarter of 1959, however, employ- 
ment in production for the home market also be- 
gan to rise. Yet during the whole of the expansive 
phase so far experienced, the increase in employ- 
ment in the export sector has been much greater 
than in the home market sector. During the third 
quarter of 1960, it even appeared as if the in- 
crease in employment in home market production 
had started to slow down. The development de- 
scribed above also applies to the iron and steel 
works and the mechanical workshops. As regards 
the electrical workshops, the recovery within ex- 
port production came much later — not until the 
first quarter of 1960. 

In the pure consumer goods industries, the rise 
in production did not continue during 1960, but, 
generally speaking, remained at the relatively high 
level prevailing at the end of 1959. The reason for 
this is probably not lack of capacity but rather lack 
of demand. In this connection, it is to be observed 
that total demand for, e.g., finished textiles and 
shoes seems to have dropped off somewhat, while, 
at the same time, competition from imports has 
become more severe. The leather and shoe industry 
in particular has therefore been forced to cut down 
production, while, with regard to textiles, there 
has been a somewhat higher level of production 
than in 1959, but at the same time stocks of 
finished goods have increased. 

Building activity is estimated in the latest report 
from the Institute of Economic Research to have 
expanded by 3—4 per cent from 1959 to 1960. 
Here, it appears that the construction of industrial 
buildings has increased most strongly, while house- 
building would, generally speaking, seem to have 
remained at an unchanged level. As concerns 
public building and construction activity, efforts 
have been made to postpone investments to a 
time when economic conditions are more stable. 

Agricultural production is calculated to have 
fallen from 1959 to 1960 by about one per cent, 
mainly on account of a fall in animal products. 
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Foreign trade 


The past year witnessed an increase in foreign 
trade of record proportions — with the exception 
of the rise that took place during the first year of 
the Korean crisis. However, in contrast to this 
latter period, 1960 was a year of very small price 
changes. The volume of imports was about 20 per 
cent higher, and of exports 13 per cent higher, 
during the first three quarters of 1960 than during 
the same time in 1959 (with correction for the 
chance statistical movements at the turns of the 
years). Export prices went up over this period by 
2 per cent, while import prices were — on the 
average — unchanged. For 1960 as a whole, the 
value of exports seems to have amounted to just 
over Kr. 13,000 million and that of imports to a 
good Kr. 14,500 million. There is thus apparently 
a deficit of around Kr. 1,500 million, ie., Kr. 500 
more than in 1959, but as much as in 1957. 

The increase in exports was, during the first ten 
months of 1960, Kr. 1,526 million greater than 
during the corresponding period one year earlier. 
This increase can be broken down in the following 
way: 


Percentage share of _ Percent- 
total increase ge in- 
exports in exports Crease in 
exports 
Jan.—Oct. Jan.-Oct. Jan.—Oct. 
1959 1959—60 1959—60 
Wood products ........... 9 10 + 18 
Pape PULP) c6. 26sec eee es 14 ll + 12 
Paper and cardboard...... 9 11 + 21 
Lion OS Sega aeseeg 7 12 oe 
‘Commercial iron and steel 6 10 + 27 
Machines and equipment .. 16 25 + 25 
SUA attests sie sc aie sees ece 9 — 3 — 6 
‘Cars and car-parts ........ 5 7 + 25 
Oither'goods...............- pS 17 + 9 
Total 100 100 + 16 


Practically all commodity groups show a sub- 
stantial increase during the period in question. 
There was a rapid rise of iron ore exports — a 
recovery after earlier setbacks — and in the com- 
mercial iron and steel group, as well as in the 
paper and cardboard group, there was a continu- 
ation of a relatively prolonged upswing that is now 
gradually slowing down. One-quarter of the rise 
in exports is attributable to the powerful increase 


in exports of machines, whose share of total ex- 
ports thereby continued to grow — as during the 
immediately preceding years. Exports of cars and 
car-parts went up, like exports of machines, by 25 
per cent. Exports of ships, which are at present 
based on orders received several years ago, have 
lost more of their previously large share of total 
exports. The recorded decline in this sector can, 
however, be partly due to temporary postponements 
of delivery dates. 

Incoming foreign orders to the engineering 
industry were at a very high level during 1960 — 
particularly in the second quarter. During the 
third quarter, however, they decreased markedly 
in all the various branches of the engineering 
industry. Despite this, the backlog of orders was, 
in August, 1960, still substantially larger than at 
the same time one year earlier. The present devel- 
opment can, however, mean that any further in- 
creases in the stocks of foreign orders are not to 
be expected. 

Last year’s rise in exports has so far been ac- 
companied by a very slight price increase — only 2 
—3 per cent from a bottom in 1959. During the year 
1954—55, when the most recent upturn began, 
export prices rose by close on 6 per cent. In actual 
fact, these prices have not yet recovered from the 
price fall between 1958 and 1959. However, the 
average price development conceals appreciable 
differences between the various commodity groups. 
From the third quarter of 1959 up to the same 
period in 1960, the prices of wood products rose 
by 16 per cent, of pulp by 7 per cent, of paper and 
cardboard by 2 per cent, and of commercial iron 
and steel by 11 per cent. As concerns certain other 
groups — ships, ore, etc. — prices declined. The 
prices of paper, pulp and ore were, during the 
third quarter of 1960, still very much lower than 
immediately prior to the latest recession in 1958. 
The prices of wood products had exactly made up 
for the earlier decline. Prices are at present steady 
with respect to both forestry products and iron 
and steel. Thus, the Board of Trade’s index of 
price quotations for Swedish export products has 
remained stable since April, 1960. Changes in 
these quotations usually precede changes in the 
actually-paid prices. This can imply that any 
general price rise, or price fall, is not to be ex- 
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pected-on the export market in the near future. 

Imports were Kr. 2,161 million greater during 
the first ten months of 1960 than during the same 
period in 1959. Kr. 1,260 million of the rise in 
imports is attributable to goods that are either 
used in production or that undergo further proc- 
essing within the country, while Kr. 250 million 
refers to imports of machines. Only one-quarter of 
the rise is assignable to goods for direct consump- 
tion — foodstuffs, clothing, furniture, cars. How- 
ever, it is possible that a recomposition of imports 
can take place during a later phase of the business 
cycle. By virtue of the fact that Swedish productive 
capacity is being utilized to the full and the 
growth in production is slackening, the need to 
increase imports of raw materials and fuel is di- 
minishing. The briskly growing domestic demand 
can, however, give rise to bigger imports of finished 
products, both machines and consumer goods, 
although no development in this direction has yet 
been observed. 

The balance of trade deficit more than doubled 
over the course of a year, as from November, 1959. 
From a somewhat more long-term point of view, 
however, this development. is not particularly dis- 
quieting. Compared with the boom years of 1955 
—57, the import surplus can be rather looked 
upon as small in relation to the total trade turn- 
over. The major increase in the import surplus oc- 
curred between November, 1959, and June, 1960. 
Since then, the trade balance has, in the main, 
been unchanged. 

The balance of payments on current account for 
1960 will most likely show a deficit of about Kr. 
300 million. Growing shipping receipts have thus 
not been able to set off entirely the bigger import 
surplus. 

From the turn of the year up to and including 
December, the foreign exchange reserves dropped 


Foreign exchange reserves (Kr. m.) 


hs baa pt 1/39 ia be) 


The Riksbank 1958 1959 1959 1960 
Gold ae. > wont 1,053 988 987 881 
Foreign exchange .... 1,392 1,287 1,179 1,554 
Total 2,445 2,275 2,166 2,435 

The commercial banks .. 546 985 881 453 
Overall total 2,991 3,259 3,047 2,888 


by Kr. 159 million. Their development can be seen 
in the table. 


Price and wage movements 


The latest economic upswing has, in contrast to 
previous upswings during the post-war period, not 
been accompanied by any marked increase in 
consumer prices. Disregarding the sales tax, the 
consumer price index climbed by scarcely one per 
cent between 1959 and 1960 (average for each 
year). The prices for private services included in 
the consumer price index, as well as rents, have 
risen by 2—3 per cent between the two years; this 
has, however, been counterbalanced by the rather 
steeply falling prices for fuel and light (— 3.3 per 
cent). 

The pretty-well stable price level in our country 
during 1958—60 is, however, in no way unique 
compared with the development in other countries. 
Between the years 1959 and 1960, consumer prices 
in Western Germany went up by barely 2 per cent, 
in England by approximately 0.8 per cent, and 
in the United States by close on 1.5 per cent. In 
addition, the international prices for raw materials 
have shown a sinking tendency for several years. 
Since 1957, Moody’s raw material price index has 
fallen by 2—4 per cent a year. Between 1959 and 
1960, the decline was to the tune of 3.6 per cent 
(average per year). The drop in prices has been 
particularly heavy for those raw materials in respect 
to which overproduction prevails, i.e., oil, coal, etc. 

Increases in the prices of certain imported goods 
have thus been completely set off by simultaneous 
price reductions on other goods, this being reflected 
in the development of Swedish import prices. 

The general index for wholesale prices, after 
showing an increase of just over 3 per cent during 
the latter half of 1959, remained practically un- 
changed during 1960 (a rise of only 0.7 per cent 
up to and including November, 1960). 

If the absence of a net price increase with respect 
to imported goods partly explains the calm devel- 
opment of consumer prices, the above-described 
restrictive economic policy should also have con- 
tributed to the economic upswing’s not leading to 
inflation. 

During 1958 and 1959, the contractual hourly 
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wage rises amounted to 2.5 per cent a year. In 
addition, we have the wage drift, amounting to 
more than 2 per cent in 1958 and 2.5—3 per cent 
in 1959. 

The contractual hourly increases for 1960 
amounted, on the average, to close on 5 per cent. 
There were also certain contractual wage increases 
in connection with the reorganisation of the pen- 
sions system — probably involving a further ad- 
vance of the average wage level by, at an estimate, 
about 2 per cent. Furthermore, we must also take 
into account the wage drift which, in view of the 
strained situation on the labour market over the 
whole of the year, should be of at least the same 
size as in 1959, ie., 2.5—3 per cent. This would 
mean a total increase in per capita wages during 
1960 of around 10 per cent, as compared with a 
rise of about 5 per cent during 1959. The real 
wage rise between 1959 and 1960 — i-e., taking 
into consideration the increase in consumer prices 
of about 4 per cent — amounted to approximately 
6 per cent. The corresponding figure for 1959 was 
roughly 4 per cent. 


1951}1952}1953)1954/1955}1956 


The bond and share markets 


At the beginning of the third quarter of 1960, the 
total stock of bonds had a nominal value of Kr. 
26,600 million. The major part of this (58 per 
cent) comprised government bonds, while the share 
of mortgage loans was 31 per cent. Local govern- 
ment loans and industrial loans have thereby had 
their shares reduced substantially. During the peri- 
od 1955—1960 (third quarter), the outstanding 
stock of bonds of the Government and the mort- 
gage institutions increased by Kr. 4,500 million 
and Kr. 3,640 million, respectively. However, the 
net rise in the stock of bonds of the local govern- 
ments during this period was no more than Kr. 
160 million, and that of industry Kr. 340 million. 
The latter loans were chiefly intended for the 
further building of power stations. 

However, it should be observed that, prior to the 
change in the Government’s borrowing policy in 
1960, a very large proportion of the Government’s 
borrowing requirements were met on a short-term 
basis in the Riksbank and the commercial banks. 
Thus, during the 1950s — taken as a whole — no 
less than 58 per cent of the total increase in the 
National Debt was placed on the short-term 


1957/1958}1959} 1960 


s| gol ¢ 3 | 3 Salieea lt Oa leet ctoel Sb asf Ss. [ing 
glslalalalalalalaleisl2/2/2/3/s/2)8 

Share Index 

{Face value Jan. 1953 = 100) 

Home market industry.......... 172 | 140] 155 | 196 | 187] 171 | 175 | 213 | 292 | 287 | 283 | 282 | 280 | 291 | 290 | 284 | 289 | 280 
Other andustries 2... 6... cease 242 | 204 | 225 | 294 | 296 | 279 | 280 | 328 | 454 | 452 | 446 | 461 | 471 | 487 | 508 | 483 | 496 | 487 

Of which: 
PEMORIROMDJOT ID). gy, aop uss cb. 6's e's vide 372 | 366 | 400 | 445 | 500 | 485 | 460 | 457 | 564] 566 | 566 | 591 | 606 | 641 | 623 | 601 | 599 | 602 
Swedish Match Co .......... 123 | 112 | 123 | 140] 159 | 124] 142 | 197 | 280 | 288 | 280 | 304 | 294 | 312 | 326 | 306 | 322 | 310 
Iron & steel industries ........ 192 | 160 | 165 | 221 | 220 | 235 | 217 | 230 | 328 | 324 | 325 | 323 | 327 | 335 | 340 | 330 | 326 | 327 
Exporting engineering ind. .... | 227 | 182 | 191 | 253 | 243 | 242 | 238 | 277 | 396 | 397 | 395 | 410 | 421 | 439 | 484 | 452 | 473 | 453 


Wood goods & paper pulp ind. | 235} 190 | 242 | 351 | 360 | 330 | 337 | 411 | 612 | 608 | 591 | 610 | 624 | 632 | 648 | 620 | 632 | 626 
Combined timber and iron ind. | 352 | 289 | 317 | 425 | 392 | 340 | 366 | 466 | 577 | 554 | 542 | 549 | 569 | 580 | 589 | 573 | 580 | 588 


OCIS 0 <2 a ea 203 | 206 | 263 | 403 | 358 | 422 | 466 | 588 | 929 | 892 | 884 | 869 | 866 | 899 | 920 | 917 | 990 | 993 
Shipping companies ............ 264 | 190 | 208 | 298 | 249 | 256 | 216 | 226 | 262 | 243 | 238 | 236 | 242 | 244 | 248 | 244 | 248 | 251 
Holding companies ............ 246 | 206 | 245 | 317 | 320 | 317 | 383 | 536 | 743 | 706 | 711 | 752 | 761 | 775 | 819 | 796 | 787 | 812 
1 ene 231 | 203 | 230 | 286 | 262 | 233 | 228 | 276 | 334] 290 | 289 | 285 | 289 | 292 | 302 | 296 | 300 | 299 


Note: All figures refer to the middle of the months. 
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Current bond and debenture loans 


Per Net change 

30/9, 1960 — since 1955 

Kr. Kr. per- 

1,000 m. 1,000 m. cent 
Swedish Government ...... 15.28 + 4.50 + 42 


Mortgage institutions ...... 8.32 +364 +78 
Local governments ........ 39) + 0.16 + 13 

Industrial and transportation 
COMPAMIES) or, iaseietstnaets 1,60 + 0,34 +27 
Total 26.59 +864 + 48 


market, while the capital market’s share amounted 
to a mere 23 per cent. The remaining 20 per cent 
of the increase was primarily placed with private 
individuals, as well as with companies and eco- 
nomic associations. In 1950, 29 per cent of the 
National Debt was placed in the Riksbank and 
the commercial banks. At the end of 1959, this 
proportion had risen to not less than 45 per cent. 
However, a rapid change took place during 1960. 
The current National Debt, with an original life 
of less than five years and principally placed in the 
Riksbank and the commercial banks, was reduced 
very appreciably, while the funded National Debt 


was increased to a corresponding extent. 


In- Amount Matur- 
terest Kr.m. ities in 
rate years 
(convert- 
Bond loans ible after) 
Swedish Government, savings 
Oud Joait, +c os une oleate 54/5 143 64/5 
Bergyik & Ala, ABi5..% scmiees vere 6 16 25 (10) 
Sandvikens Jernverks AB ........ 6 25 22 (10) 
City of Stockholm g.cseteeeeee 6 50 30 (10) 
Orebro Elektriska AB .......... 6 20 25 (10) 
Debenture loan 
AB Pl&tmanufaktur: ..5.0....... 64/, os 15 (10) 
Nymolla AB™ 23. .iclbssstosesasieisis 7 15 25 


The bond market was, mainly for seasonal 
reasons, otherwise extremely lively with a stiffening 
of prices towards the end of the year. 

With respect to the share market, on the other 
hand, the end of the year witnessed a falling price 
level and obvious caution on the part of both sellers 
and buyers. At that time, prices for industrials 
were, in general, at the same level as that prevailing 
a year earlier. After a steep price fall during 
February and March, 1960, a low point was 


reached at the end of March/beginning of April. 
However, as from the month of June, a period of 
rising prices set in, and by the beginning of Sep- 
tember the price level had gone up by about 15 
per cent, around which level prices then fluctuated 
until the close of the year. The structure and long- 
term tendencies of the share market are subjected 
to a detailed analysis in a separate article in this 
journal. 

In October, 1960 Hylte Bruks AB offered a 
unit issue of shares and 7 per cent loan certificates 
in its subsidiary company Nymdila AB. 

So as to improve their competitiveness and make 
possible more rapid development, Gamlestadens 
Fabrikers AB and Norrképings Bomullsvafveri AB 
have decided to merge. Gamlestaden has offered 
to acquire the shares in the latter company on con- 
dition that two shares in Norrképings Bomulls- 
vafveri AB are exchanged for seven new shares in 
Gamlestaden. 

Furthermore, the shareholders in the Skanekon- 
cernen have had an offer from the Foérsakrings- 
koncernen Skandia-Svea by which they would 
receive — for four Skane shares — one new 
Skandia share, at a nominal value of Kr. 100, plus 
Kr. 900 in cash. 

Since the preceding survey, the following issues 
have been made: 


New issues 
Stockholms Superfosfat 
Rabriks AB qucsii-aer ¢ 1 new share for 2 
old at Kr 180 Kr. 22.5 million 
Witstavaris AB Tas A... <5. . 1 new share for 2 


old at Kr175 Kr. 10.9 million 


Bonus issue 


Wifstavarfs AB.......... 1 new share for 2 


old at Kr. 10.9 million 


Current yield from certain groups of representative shares; 
the highest and lowest levels 


May Jan. June Jan. Dec. 
1953 1955 1958 1960 1960 
Wood products industry 
(5) fitins) «52 sae ns mete AS. 2.8 3.8 “Sas ee 
Engineering industry 
(5 firms). sabi ness craves 62° 41 53" =31 “Gee 
Banks (4). wcceccuaep aces 50 38 58 .89) 4s 


——— o . - —— 
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Some Statistical Data on Sweden’s Economic Position 


I. THE RIKSBANK. (Amounts in million kr.) 


At the} Gold and Foreign Exchange Reserves Bonds and | Advances | Note Sight Deposits 
end Treasury Circulation a ee 
of Gold! Foreign Total Bills Total Thereof 

Exchange? SI" Cornu 

bite Banks 

1938 707 750 1 457 106 50 1061 849 418 428 
1955 1 426 1 004 2 430 4 023 25 5 319 747 321 418 
1956 1 376 1072 2 448 4390 21 5 598 504 260 241 
1957 1 134 1 226 2 360 5 050 89 5 840 415 273 136 
1958 1 053 1 392 2 445 4545 94 6 059 323 158 164 
1959 987 1179 2 166 4 893 241 6 266 285 146 138 


1959 | 1960| 1959 | 1960] 1959 | 1960] 1959] 1960] 1959) 1960] 1959 | 1960 | 1959 | 1960 1959 | 1960 1959 | 1960 


Jan. 1053] 987] 1408] 844] 2461] 1831}4133]}4873| 47] 96)/5728)5887| 228 | 144] 166] 101) 61 | 42 
Feb. 1055| 886| 1407] 998] 2462] 1884|3897/4753| 157] 91)5638|5772| 201 | 167 | 151 | 104) 43] 61 
Mar. | 1058] 885| 1419] 1154] 2477]2039|3897|4057| 187) 594]}5603/5 727] 218 | 127 | 177 | 100 | 40) 25 


Apr. | 1058| 885] 1463) 1411] 2521 | 2296 | 4047 4437| 77) 45|5699|5857] 204 | 160 | 139} 120] 63] 38 
May | 1058| 885] 1465] 1423) 2523) 2 308) 3 809] 3 981 155] 346/5527/5701| 188 | 158 | 135} 126) 52] 31 
Jun. 1061| 885) 1508]1474| 2569] 2369/3 849/4246| 176] 393)5665/5983] 143 | 218 | 104 | 194] 38) 23 


Jul. 1061] 886| 1522]1481]| 2583] 2367|3784|4256] 58] 497)5500/5782| 135 | 140 | 89] 102) 45} 37 
Aug. 990! 9886] 1520] 1582) 2510|2468| 3754/4441] 147] 440|5556|5828| 126 | 104] 88} 87] 36) 16 
Sep. 990| 885] 1497| 1592] 2487|2477|3789|4294| 121] 704/5596|5906} 95 | 134] 63] 113} 31) 20 


Oct. 988| 9884] 1273| 1613] 2261|2497|}4120/5114| 151] 59)5754|6040] 104 | 186 | 62] 139) 40) 45 
Nov. 988| 8831 1287|1574] 2275/2 457/3930|5004| 408) 498)5806/6119) 97] 138} 57] 121 | 39) 16 
Dec. 987| 881] 1179] 1554] 2166|2435}4893|6005| 241 6| 6 266 | 6559] 285 | 273 | 146 | 118 | 138 | 154 


nN 


1 Market value. — 2? Net claims on foreign countries. 


Il. COMMERCIAL BANKS. (Amounts in million kr.) 


Le EEE 

At the] Cash Swedish | Net Claims| Advances Deposits 

end Bonds! on Foreign 

of Countries Bills Loans Overdrafts | Total Total Thereof 
and Other Short Term 
Advances 

Sis | nn nn ee ttt Ss 

1938 601 190 95 1 163 2705 470 4 338 4260 1152 

1955 958 2 958 169 2731 5 355 2 444 10 530 12 609 2 422 

1956 788 3295 437 2613 5 088 2 937 10 638 13 090 2 660 

1957 724 4 439 661 2597 § 115 3114 10 826 14 263 2714 

1958 784 § 223 701 2791 5 498 3 403 11 692 15 987 2 682 

1959 1065 6 340 1 092 3 162 6591 3 372 13 125 18 950 3 472 


es es a , CUUDIIET CIS CT a es 


1959 | 1960 | 1959 | 1960} 1959} 1960 1959 | 1960 1959 | 1960 1959| 1960} 1959 | 1960 | 1959 | 1960] 1959 | 1960 


i 


an. 494] 493/5801}6978| 701 | 1 281 | 2 759] 3 006] 5 503] 6 563} 3 526 | 3 484] 11 788) 13 053] 16 494/19 596) 2 253 | 2 709 
eb. 463| 546| 6 367| 7248] 704| 1208 | 2 746] 3 082) 5 595} 6 508) 3 457 | 3 419] 11 798) 13 009) 16 805/19 724) 2 257 | 2 852 
Mar. 584] 558/6008|7191] 728| 913 | 2863] 3 229| 5 691] 6 643) 3 478 | 3 598 | 12 032) 13 471) 16 82819 253) 2 231 | 2 878 
_ Apr. 561] 524] 5687/6 739| 593| 504| 2901] 3 246] 5 778) 6 748] 3 476 | 3 638 | 12 155) 13 632) 16 769/18 908) 2 239 | 3 017 
May 500! 611/546116150| 614] 478| 2973) 3 287| 5 848] 6 819) 3 689 | 3 773 | 12 443) 13 879] 16 590)18 599; 2 179 | 3 065 
Jun. 573 688, 5 727 6220) 575} 413) 2965 sda beh 2 6 855] 3 743 | 3 832 | 12 613) 13 950) 16 915,18 469, 2 415 | 3 202 
Jul. 486| 466 6018 5908] 684] 485] 2981/3325 6 115] 6 921] 3 700) 3 994} 12 723) 14 240, 17 610/18 312) 2 347 | 2 856 
Aug. 487| 575 6285\5827| 778| 430| 2 962) 3243) 6 216) 6 922) 3672 | 3 982 | 12 779) 14 147) 17 832/18 282) 2 357 | 2 900 
Sep. 555 oa ately 867} 460)3025 3 827) 6 344 6865) 8660 4 120} 13 029} 14 312) 18 105)18 067; 2 431 | 1 941 
Oct. 511] 612 6736 5578/1066} 540 2976 3295) 6 373, 6 888) 3 499 | 3 986 | 12 849] 14 169 18 397/18 392 2 458) 2 219 
Nov. 534| 622 6624,5363,1179} 549 | 2983 3315 6 465) 6 897| 2 550) 4 145 | 12 998) 14357 18413 17 834 2 488 | 2 914 
Dec. | 1065) 813 6 340, 5558) 1092} 650 a 162) 3256, 6591 6045, 3 372 | 3 987 | 13 125] 14091, 18 95018 523| 3 472 | 2 546 


ena Ren Saag epee EE Reta! Sena RPP ina AERA SArirseD Berea SARS SR HE SEES NS 
1 Including Treasury Bills. 


' 
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III. OTHER CREDIT INSTITUTIONS. STOCK EXCHANGE 


Year | Savings Banks Deposits Turnover Yields on Bonds*| Turnover at the | Share index? * 
or at the of the Stockholm Stock 
Month Post Office | Postal Exchange® 
Sa eT ES Cheque =a I 
Deposits! | Advancest}| Bank? Service Goyt. | Indust. |Bonds |Shares |Home j Other 
Loans | Loans In- In- 
Million kr.| Million kr.| Million kr. | Million kr. | % % 1000 kr. | 1000 kr. | dustries | dustries 
1938 3 685 3 069 606 24 986 2,32 2,92 243 931 149 103 
1955 10 339 9 743 3118 307 522 3,72 4,63 244 642 195 299 
1956 11 097 10 370 3315 338 877 3,78 4,70 433 555 176 283 
1957 11 969 11 152 3571 375 137 4,41 5,12 397 772 182 289 
1958 12 942 12 032 3 861 394 560 4,39 5,12 415 915 | ° 194 313 
1959 13 835 13015 4 088 416 120 4,33 5,15 483 1265 255 380 


1959| 1960 1959 | 1960] 1959 | 1960 | 1959 | 1960 1959|1960}1959 |1960 1959|1960 1959|1960|1959|1960 1959 1960 


Jan. . . . - | 4069] 4326 | 39 234) 36 386) 4,32) 4,49] 5,11 | 5,16) 457 | 357 | 1132}1735) 212 | 310} 326] 483 
Feb. : : : - | 4092] 4355 | 24 617] 24 965) 4,32) 4,65] 5,09 | 5,66) 673 | 276 | 1162}1530) 227 | 305} 350) 479 
Mar. {13 730}14 636|12 289)13 189] 4086 | 4365 | 40 120) 37 248) 4,32] 4,61) 5,06 | 5,65) 368 | 670 | 1014/1145] 227 | 284| 352) 445 
Apr. . ; : - | 4079 | 4363 | 30 171} 29 370) 4,26] 4,60] 5,04 | 5,77) 452 | 371 | 1181}1076} 227 | 287| 357} 452 
May : . . - | 4068] 4355 | 41 669] 36 787] 4,27] 4,60] 5,02 | 5,76] 483 | 295 | 2187) 878] 251 | 283 | 384) 446 
Jun. {13 663/14 558]/12 509]13 335] 4082 | 4392 | 28 414) 28 425) 4,29) 4,60) 5,02 | 5,83) 613 | 241 | 1422/1066] 254 | 282 | 392] 461 
Jul. : . : - | 4117] 4446 | 43 506) 39 490} 4,29) 4,68) 5,16 | 5,97] 440 | 264 | 1312/1227) 268 | 280] 410) 471 
Aug. . : : - | 4136] 4 458 | 22 693} 24 012) 4,29) 4,68) 5,24 | 6 05) 431 | 240 | 1094/1682] 275 | 291 | 426) 487 
Sep. |13915)14 782)12 722/13 527| 4125} 4 449 | 40 533) 36 283) 4,36 a 5,38 | 6,06] 685 | 185] 903/1419, 273| 290] 418] 508 
Oct. : : 4131] 4478 | 29 159) 30 167) 4,36 4,68) 5,15 | 5,97) 466 | 245 | 1285 o42| 282 | 284] 448) 483 
Nov. : : 4129] 4504 | 36 736| 38 866| 4,43) 4,60) 5,37 | 5,81) 389 | 358 | 1184) 825) 276 | 289 | 446] 496 
Dec. {13 830 13 016 4.088 | 4540 | 39 267| 35 847| 4.49 4,49) 5,23 5,73) 345 | 590 | 1305 875| 292 | 280 | 454] 487 
‘ At the end of each year or month. — # Calculated on market prices at middle of months. The yearly figures represent 


averages of the monthly figures. — * Averages per Stock Exchange business day. — 4 Nom. value Jan. 1953 = 100. 


IV. OTHER STATISTICAL DATA 


Year | National , Production] Insured | Wholesale Price Index 

or _| Debt Foreign Trade Index | Unem- | (1949 = 100) ee 

Month Mie Seat cee 1935=- 100i ployed Price 
Imports Exports or Import % Import | Export | All Tides 

ie A Xe (—) Surplus Goods ||) Goods ».| Goods") raiaiaam 
Million kr, Million kr, | Million kr. Million kr. 

1938 2 566 2 082 1 843 — 239 123 a 40 47 51 64 

1955 16 081 10 337 8 933 — 1404 226 ste 135 147 138 133 

1956 16 966 11 434 10 067 — 1367 234 1,5 143 153 145 139 

1957 19 095 12 567 11 062 — 1505 240 1,9 144 155 147 145 

1958 19 851 12 249 10 799 — 1450 245 25 131 149 144 152 

1959 21771 12 449 11 417 — 1032 254 2,0 128 142 144 153 


1959 | 1960 | 1959 | 1960] 1959 | 1960 1959 | 1960 1959] 1960 1959|1960 1959|1960 1959|1960 1959|1960 1959| 1960 


Jan, |20043]21610) 922] 1326) 838) 1057) — 84) —269} 254 | 276] 4,3} 2,8] 127 | 130] 143| 145] 143] 147] 152] 159 
Feb. | 20440}21936] 911] 1267] 827| 1101] — 84] —166) 260 | 281] 3,4) 2,5] 127 | 129] 142] 145] 142] 147] 152] 159 
Mar, |19792|21013} 913)1207| 825) 992) — 88| —215) 270 | 286| 2,6] 2,0] 127 | 128] 142) 145) 142] 147] 152] 159 
Apr. | 20037] 21054} 1093] 1119) 931) 1075] —162| — 44) 267 | 284) 2,7] 1,9] 128] 129 | 141 | 146] 142] 147] 152] 158 
May |19 030] 20048] 982] 1 239) 1 034] 1087) + 52] —153) 259 | 278] 1,9] 1,2] 128] 129} 141 | 146] 143] 148] 152] 159 
Jun. | 19173) 20660} 1009} 1198) 970) 1075] — 39} —123) 262 | 286} 1,2| 0,8} 127) 128| 142 | 146] 144} 149| 152] 159 
Jul. 19517 | 20752] 931}1020) 940)1073}+ 9) + 53) 135 | 147] 1,0] 0.6] 127] 128] 142] 146| 143) 148] 152} 159 
Aug. | 19609} 20917] 901] 1147) 857|/1032|— 44] —115) 246 | 265] 1,2] 08] 128] 127} 142 | 146] 144] 148] 153] 159 
Sep. | 19578 | 20 547] 1 064] 1254) 903] 1118 —161 | —136] 269 | 282] 1,3] 0,8] 128] 127] 143} 146} 145] 148} 154] 159 
Oct. | 20379} 21535] 1 163] 1 283) 1 155) 1236; -— 8) — 47) 280 | 291] 1,3] 0,8} 129} 126} 143) 146] 146] 149) 154] 159 
Nov. | 20077 | 21 079 | 1237 | 1 346) 1 065) 1 208) —172 | —138) 285 | 304] 1,6] 1,1] 130] 126} 144| 146] 147] 150] 154] 160 
Dec. | 21771 | 22 770] 1 300] 1 477) 1 075) 1 268) —225 | —209) 287 1,8] 1,4] 130] 126 | 144] 147] 148] 150] 154] 160 


1 At the end of each year or month. 


KUNGL. BOKTR. STHLM 1961 603708 


SKANDINAVISKA BANKEN 


Statement of Condition December 315', 1960 


ASSETS 

Cash in hand and with the Riksbank Kr. 207,508,000 
Bonds and Treasury Bills 1,532,070,000 
Loans and Discounts 3,588,783,000 
Swedish Banks 27,960,000 
Banks abroad Are 227,187,000 
Baadry Accounts <s-<y mai wwe 2 eo oe 8 216,612,000 
Shares 17,159,000 
Buildings, Furniture and Fittings... . ..+ +++ 2? 58,601,000 

Kr. 5,875,880,000 


LEABILITIES 

Deposits... . Kr, 4,614,621,000 
Swedish Banks and Savings Banks . . . » 241,013,000 
Banks abroad pel ion 168,739,000 
Sundry Accounts 448 455,000 
Share Capital... .. Kr. 218,376,000 
Reserve Funds . . » 168,020,000 
Undivided profits 16,656,000 » 403,052,000 

Kr. 5,875,880,000 
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Géteborg, Stockholm, Malmé 
(Principal Offices) 


fe) Place with more than 10 000 
inhabitants 


@ Place with less than 10 090 


1 
é inhabitants 
Trelleborg Ystad In all 246 branches at 173 different places. 


1 OSE 


